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The decade just ended has seen large- Annual lecture, given by 


scale commercial and industrial develop- ORO? ER oe SN 
ment, and all over Australia responsible 

business leaders hail the advent of the Knowing Costs Essential 
sixties” as yet another period of great 
expansion and prosperity. With it will 
come new methods, new services, and 
new opportunities . . for the accountant. 
The development of business “know- 
how” has brought the need for much 
greater managerial knowledge and con- 
trol data. The new approach today is 
toward assessing accurately all forms 
of industrial effort, where previously a 
guess was the common yardstick of 
measurement. This has brought into The orderly control of industrial de- 
prominence the proper function of cost velopment—and expansion—depends for 
accountancy . . . the ability to plan, its success upon the trained cost accoun- 
control and measure the efficiency of tant. As a qualified accountant, you can 
each part of an enterprise. acquire quickly this skilled knowledge. 


Where formerly the development of ae- 
counting was almost solely financial, to- 
day the responsibilities of the accountant 
involve not only profit and loss, but also 
the task of revealing the relative degrees 
of efficiency of the enterprise. Thus has 
developed the work of the Cost Accoun- 
tant—the highly skilled specialist in the 
systematic classification and interpreta- 
tion of cost data. 
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Service and Progress 


CCOUNTING theory and practice 

are constantly subject to influences 
arising from various sources many of 
which are beyond the control of the 
accountant himself. These include fluc- 
wating economic conditions, inflationary 
tends, new governmental statutes and 
technological and social advances. 


The overall effect of the business 
world’s changing patterns finds members 
of the accounting profession having to 
revise their thinking about many of the 
accepted accounting principles and pro- 
cedures. From such flexible attitudes of 
critical contemplation, enquiry and 
aalysis, progress springs. In at least 
me accounting sector this progress is 
en in the shape of the many devices 
seated for the simplification and stream- 
lining of accounting practices. Some 
have evolved from efforts to meet the 
specific needs of accounting, and others 
—such as electronic data processing— 
have been adapted to help in the more 
eficient handling of the involved com- 
putations and the immense amount of 
detailed work inseparable from the 
process of recording and classifying ac- 
counting data. 


Appreciation of the difficulties arising 
out of the changing accountancy scene 
prompted the Society to inaugurate the 
issue of its Statements on Accounting 
Practice. The fourth in the series en- 
tiled “Control Through Mechanised 
Accounting, Part II” was published as 
a supplement to the May, 1960, issue 
of the journal and it has aroused con- 
‘iderable interest, one indication of which 
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EDITORIAL 


has been a renewed demand for copies 
of Part I of the Statement. 


The fourth Statement is concerned 
with the application of modern machine 
techniques to Accounts Receivable and 
Accounts Payable procedures which con- 
stitute a large portion of the detailed 
recording in most offices. It is the out- 
come of a comprehensive study of the 
problems associated with mechanisation 
of these procedures and was undertaken 
by the New South Wales Research 
Committee No. 2 comprising members 
with specialised knowledge and ex- 
perience of machine accounting. The 
ideas and methods detailed in the State- 
ment have a practical basis of wide 
application, and should prove a valuable 
source of reference. 


The Statement provides practical 
examples—many of which are accom- 
panied by illustrations of the actual forms 
used—to explain how Accounts Re- 
ceivable and Payable procedures can be 
controlled efficiently. It should help to 
stimulate accountants in large and small 
businesses to re-examine their procedures 
in the light of modern developments. It 
should also assist those in public prac- 
tice to be more fully informed on such 
matters and thus help them to render 
greater assistance to clients. 


A fine spirit of service lies behind 
the compilation of the Statement and 
the co-operative efforts of the members 
of the Committee responsible enable the 
Society to render a worthwhile service 
to members, and the profession generally 
to advance in knowledge and status. 





Assessment of the Value of 


Leasehold Improvements 
By D. C. WILKINS, B.coM., A.A.S.A. 


The inclusion in assessable income of the value to the less; 
of leasehold improvements, as provided by Section 87 of the Incom 
Tax Assessment Act, was discussed in a recent Board of Reviey 


case. 


HE operation of Section 87 of the 

Act, involving the determination of 
the following points, whether alterations 
made to leased premises are in fact lease- 
hold improvements, if so, whether they 
are subject to tenant rights, what is the 
value of those improvements to the 
lessor at the conclusion of the lease and 
the method employed by the Commis- 
sioner in arriving at that value, is of 
recurring practical interest. It is only 
rarely, however, that these matters are 
discussed in cases heard before the Board 
of Review; for that reason the Board’s 
consideration of the subject in 8 C.T.B.R. 
(N.S.) Case 92 provides an enlightening 
commentary. 


Section 87 of the Income Tax Assess- 
ment Act provides that where “coven- 
anted” leasehold improvements are made 
to leased land, “there shall be included 
in the lessor’s assessable income of the 
year in which the improvements have 
been completed, and of each year there- 
after until and including the year in 
which the lease expires, an instalment of 
the estimated value to the lessor of such 
improvements as at the expiration of the 
lease. The instalments shall be equal in 
amount and shall be such that, if received 
at the commencement of each of those 
years, they would, with interest at the 
rate prescribed (5%) accumulate to a 
sum equal to the estimated value”. 


The taxpayer owned the freehold of a 
building used both for residential and 
commercial purposes. In November 1952 
she granted a weekly tenancy of three 
Offices, to be used as a dental surgeon’s 


rooms. The lessee then requested the 
owner’s formal approval of certain altera- 
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tions necessary to convert the offices into 
a dental suite; consent was given in 
writing, subject to various conditions, one 
of which was that, if called upon by the 
owner, the lessee had to “reinstate the 
premises on vacating”. 


The alterations which were completed 
in February, 1953 at a cost of £1,131, 
consisted of the demolition of dividing 
brick walls and the erection of new walls 
which were partly glazed and louvred, 
the removal of a door, the installation of 
an ornamental duct to enclose gas, air 
and electrical mains, and additions and 
adaptations of plumbing, gas and elec- 
trical fittings to make them suitable for 
dental surgeon’s suite. 


The Commissioner made a calculation 
of the value of the improvements to the 
lessor at the expiration of the lease, 28 
February, 1955 (a weekly tenancy is 
deemed to expire on a date two years 
after the improvements are completed— 
Section 87(3) ). The method employed 
by the Departmental valuer was 4 
follows: 

“Total cost of improvements 
lessee—£1131/6/-. 

Physical depreciation at the end of seven yeals 
after the date of completion: 

(a) Plumbing and_ electrical 

fixtures and fittings as in- 
stalled 
Deduct depreciation 5 per 
cent. per annum for seven 
years . 


effected by 


Structural alterations, 
doors, partitions, benches, 
etc. 

Deduct depreciation at 3 
per cent. per annum for 
seven years 
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valuation) .... .... . 
The value of the improvements to the owner 
is calculated as follows: 
(a) Deferred five years at 5 per cent. 
(b) The present value of £753 deferred 
for five years at 5 per cent., Inwoods 
Tables = £753 X .78353 = £590 say 
£600. 
The estimated value of the improvements 
to the lessor as at 28 February 1955 is £600. 


(c) Painting (not included in 


The valuer’s explanation of the above 
estimate was given to the Board in the 
following terms: 

“I considered that it would be reasonable 
to depreciate first of all the work over the 
period of the lease, which was for two years, 
and then I had regard to the fact of the 
operation of rental control, which is a 
temporary thing, and considered that the 
whole of the rental control restrictions prob- 
ably would be removed in business premises 
within five years. I took and extended the 
depreciation rate over five years which was 
an estimated period for the relinquishing of 
rent control to the two-year deemed lease 
period and depreciated the amount seven 
years. 

‘It was my opinion that at the end of 
the deemed lease period the lessor would 
be held out from obtaining a free market 
rental for the property for another five years 
in which period I considered she would have 
the ability to obtain possession of the 
premises or demand a higher rental in re- 
spect of the value of the improvements on 
the basis of 6 per cent of the value of the 
improvements and that period would be five 
years, therefore I have deferred that amount 
of £753 for a further period of five years 
bringing it to £600. In other words, £600 
isthe present value of £753 due in five years.” 


_ Further, the valuer considered that the 
improvements effected by the lessee would 
result in the premises producing a higher 
rental as a dental suite, and that even if 
the partitioning were removed, the 
remaining alterations would have a 
residual value. 


The taxpayer contended that the Com- 
missioner should not have included the 
value of the improvements in her assess- 
able income as there was no improve- 
ment to the premises; alternatively, that 
the value placed on the improvements 
Was excessive. 


It was argued also that the alterations 


were subject to tenant rights. Although 
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the Board expressed doubt as to whether 
the grounds of objection admitted of the 
point being raised, the opinion was ex- 
pressed that the improvements were not 
in fact subject to tenant rights. In Hotel 
Kingston v. Federal Commissioner of 
Taxation (1944) 3 A.LT.R. 80 Mc- 
Tiernan J. stated that tenant rights 
consisted of the “right which any lessee 
has at the end of the lease to receive 
compensation for improvements effected 
by him upon the land”. There was 
nothing in the agreement between the 
parties which indicated that the lessee 
was entitled to compensation for the im- 
provements at the termination of the 
lease; the lessee was in fact obliged to 
leave the improvements undisturbed 
unless the owner required the premises 
to be restored to their original condition. 


On this aspect, Mr. R. E. O’Neill 
(Member) made this interesting 
comment: “Even assuming (without 
expressing any opinion) that a tenant’s 
right to remove fixtures might come 
within the term ‘tenant rights’, here the 
tenant has in the view I take no such 
right, nor has he any other right amount- 
ing to tenant rights.” 


The Board decided that the alterations 
effected by the lessee constituted “im- 
provements” for the purpose of Section 
87. The Chairman made this observa- 
tion: 

“I think it may be conceded at the outset 
that although most improvements would in- 
volve alterations, not all alterations would 
constitute improvements. ‘Improvements’ is a 
relative term and where used in relation to 
leased premises seems to pose at the outset 
the question ‘Improvements from whose point 
of view, the landlord’s or the tenant’s?’.. . 
In my opinion the terms of section 87 and 
of the complementary section 88 indicate 
that the ‘improvement’ issue must be decided 
by looking at the demised premises in the 
hands of the iessee. Section 88(2) speaks 
of the lessee incurring expenditure in making 
‘improvements’. Section 87 speaks of ‘improve- 
ments’ having been made by a lessee. The 
lessor’s position is protected by the provision 
in section 87 that the instalments of assessable 
income are to be calculated not by reference 
to cost but by reference to ‘the value to the 
lessor of such improvements as at the ex- 
piration of the lease’. And so it would be 
open to a lessor to show that improvements 
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rendering premises suitable for a particular 
trade were, or could be, disadvantageous from 
the point of view of value at the date of 
expiry of the lease.” 


Having agreed with the Commissioner 
that improvements to the leased premises 
had in fact been made, the Board then 
considered the value placed upon these 
improvements at the end of the lease. 


The estimate of value adopted by the 
Commissioner had excluded items of cost 
of a non-enduring nature, such as paint- 
ing, and was based on cost less depreci- 
ation Over a seven-year period, and made 
allowance for the lifting of rent controls. 
The Board considered that the Depart- 
mental valuer’s approach was reasonable, 
that all proper matters had been taken 


into consideration. No evidence wa; 
provided by the taxpayer as to any alter. 
native basis of valuation, so the Board 
concluded that the Commissioner; 
estimate of value should be confirmed 


The Chairman’s concluding remarks 
are also of interest: 


“Had the consent given by the landlord 
made it obligatory upon the lessee to r. 
move the fixtures and fittings and completely 
restore, a strong basis would have existed 
for submitting that the residual value of the 
improvements was nil; but as the landlord 
reserved the right to retain the benefit of 
the ‘improvements’ this argument is not open 
to her. In my opinion the taxpayer has not 
discharged the onus of establishing that the 
value adopted by the Commissioner was 
excessive.” 





Notes on Selected Tax 


INCOME OF NON-RESIDENT SHIP- 
OWNER 


Cleaning charges received by an 
overseas shipowner were held to be 
outside the scope of Section 129 of 
the Income Tax Assessment Act. 


The provisions of Section 129 are as 
follows: “Where a ship belonging to or 
chartered by a person whose principal 
place of business is out of Australia 
carries passengers, livestock, mails or 
goods shipped in Australia, five per 
centum of the amount paid or payable 
to him in respect of that carriage, 
whether that amount is payable in or out 
of Australia, shall be deemed to be tax- 
able income derived by him in Australia”. 

In most instances, it would be virtually 
impossible to determine what part of the 
gross income derived by an overseas ship- 
owner or charterer handling passengers 
or goods from Australia arose from a 
source in Australia. Consequently, an 
arbitrary proportion (5%) of the freight 
charged is treated as taxable income de- 
rived in Australia. 
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Cases 
By D. C. WILKINS, B.coM., A.A.S.A. 


The taxpayer, a shipowner, contracted 
for the shipping of bulk whale oil from 
Australia to an overseas port. The agree- 
ment provided that the tanks should be 
inspected by surveyors, to ensure that 
they were “fit for the reception and 
carriage of the oil”. The tanks were, i 
fact, cleaned after each three or four 
voyages. 

The amounts paid by the shipper to 
the taxpayer consisted of 180/- per ton 
freight and 20/- per ton cleaning 
charges. The question to be decided by 
the Board of Review, in 8 C.TBR. 
(N.S.) Case 94, was whether the amount 
paid for the cleaning of the tanks was 
an amount paid or payable to the tax- 
payer in respect of the carriage of goods 
shipped in Australia. 

The Commissioner took the view that 
Section 129 was not restricted to pay- 
ments which constituted freight but that 
it also covered amounts paid in order to 
put the ship into a proper condition to 
carry the goods shipped. The Board con- 
sidered, however, that the amount paid 
or payable in respect of the carriage of 
goods means the amount of freight paid 
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or payable, and that the cleaning charge 
was not freight, but a sum stipulated to 
defray a particular expense which other- 
wise would have to be met by the ship- 
owner. 

Section 129, it was stated, was not 
concerned with such expenditures which 
must be incurred by the shipowner in 
having his ship fit for the reception of 
the goods to be carried, even if the 
shipper agrees to contribute to or reim- 
burse the shipowner for such expenditure. 

The taxable income was therefore to 
be calculated as 5% of the freight charge 


only. 
COVENANT TO REPAIR 


The Board of Review decided 
that an amount paid to the lessor of 
a hotel, representing the estimated 
cost of covenanted repairs which 
had not begu carried out, was not 
an allowable deduction under either 
Section 51 or Section 53 of the 
Income Tax Assessment Act. 


The agreement for the weekly tenancy 
of a hotel provided that the tenancy 
could not be transferred without the con- 
sent of the lessor, and that such consent 
would not be given until the lessee either 
carried out repair work which the lessor’s 
architect considered necessary, or paid to 
the lessor the estimated cost of those 
repairs. 

The lease was sold without the repairs, 
renevations, painting, etc., having been 
efected, and an amount estimated to 
cover their cost was paid to the lessor. 

The taxpayer (lessee) claimed in 8 
CT.B.R. (N.S.) Case 90, that the pay- 
ment made should be allowed as a de- 
duction under Section 51, as being ex- 
penditure incurred in gaining or produc- 
ing assessable income, or necessarily in- 
curred in carrying on a business for that 
purpose. Alternatively, the amount paid 
was Claimed under Section 53 as being 
expenditure on repairs to income- 
producing property. 

The Board summarily dismissed the 
laxpayer’s claim. The expenditure, it 
was stated, was not incurred for re- 
paits to premises, but for its antithesis, 
\e., for not having repaired the premises. 
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The decision of the Board in 7 C.T.B.R. 
(N.S.) Case 129 was agreed with; in 
that case Mr. Webb (Member) said: 
“Whilst it is true that expenditure in- 
curred by the taxpayer in effecting re- 
pairs during the currency of the lease 
might well be allowable as a deduction 
under either Section 51 or Section 53, a 
lump sum forfeited by him to the lessor 
at the conclusion thereof arising out of 
the taxpayer’s breach of covenant to 
repair is a loss of a capital nature. It is 
not incurred in the course of gaining in- 
come nor is it incurred in carrying on a 
business. The liability in fact arises only 
at the conclusion of those activities, as a 
direct result of the taxpayer’s failure to 
carry out his contractual obligations.” 
Further consideration of the principles 
involved in this case may be expected, 
as the taxpayer has appealed to the 
High Court against the Board’s decision. 


CONTRIBUTION TO RETIREMENT 
BENEFIT FUND 


The amount to be allowed as a 
deduction under Section 66 of the 
Income Tax Act was determined in 
an unusual case involving a rela- 
tively large contribution to a fund 
and the large salary of the employee 
concerned. 


A large manufacturing organisation, 
with branches and subsidiaries through- 
out Australia and overseas, appointed A 
as its managing director for a period of 
four years from 1 January, 1954. The 
service agreement provided that after the 
four years had expired, A’s employment 
should continue from year to year sub- 
ject to twelve months’ notice by either A 
or the company. The salary fixed by the 
agreement was £20,000 per annum, and 
the company agreed further to pay 
£3,000 each year to the trustees of a 
fund to provide a retiring allowance for 
A, who at the time of his appointment as 
managing director was 46 years of age. 

The trust deed of the retiring allow- 
ance fund provided that the funds should 
be invested, and on the termination of A’s 
employment the investments were to be 
converted into money and paid to A, or 
transferred to him if he so desired. 
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The Commissioner allowed to the tax- 
payer company a deduction under Sec- 
tion 66 of £1,000 only, i.e., 5% of the 
salary of £20,000. 


At the hearing before the Board of 
Review, the Commissioner contended 
that there were no “special circum- 
stances” which warranted the allowance 
of more than the statutory maximum of 
5% of A’s salary. Alternatively, the 
Commissioner calculated that, assuming 
retirement of the managing director at 
age 65, £1,000 invested yearly for 19 
years at 5% compound interest would 
amount to £30,539, which would, he 
considered, provide a reasonable sum on 
retirement. 

The taxpayer company contended that 
there were various aspects of the case 
which, taken together, constituted 


“special circumstances” for the purpose 
of Section 66(4) of the Act. The size of 
the company and the extensive nature of 
its activities, the high remuneration pay- 
able to A, the difficulty of estimating his 
retiring age, the fact that in taking up the 
appointment A had to move to Victoria 


from outside Australia, were all factors 
which, it was submitted, distinguished 
the case from those usually encountered. 


The Board agreed that there were 
special circumstances which warranted 
consideration of the reasonableness of 
the allowance of a deduction in excess 
of 5% of A’s salary. The provision of 
an amount equal to two years’ salary 
was considered to be reasonable in the 
circumstances, both from the point of 
view of A and the taxpayer company, 
and the annual amount required to pro- 
duce this amount (£40,000) on A’s hypo- 
thetical retirement date, after allowing 
for compound interest at 44%, was 
regarded as being a reasonable allowance 
under Section 66(4). 

The majority of the Board was of the 
opinion that because of the term of the 
service contract, and the nature and ex- 
tent of the duties to be performed, it 
was unsound to regard 65 as A’s 
retiring age. Retirement at age 60 was 
more realistic in the circumstances; the 
amount which should be allowed each 
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year to the company was then calculated, 
on the basis indicated above, as £2,113, 

The minority view, expressed by the 
Chairman, was that the allowance under 
Section 66(4) should be £1,376, assum- 
ing A’s retirement at age 65. 


The allowance of £1,000 by the Com. 
missioner was therefore increased by the 
Board to £2,113. 


It is of interest to observe that in this 
case, although two _ years’ salary 
(£40,000) was taken as a reasonable re- 
tirement benefit, interest earned by the 
fund was taken into account in calculat- 
ing the annual contributions which would 
be required to provide that amount on 
the hypothetical retirement date. 


ACQUISITION OF FREEHOLD 
PREMISES 


Various expenditures involved in 
the acquisition of premises pre- 
viously held under a lease were the 
subject of consideration by the 
Board of Review. 


In May, 1955, the taxpayer, a printer, 
spent £5,000 on the purchase of the 
freehold of a property to which he in- 
tended to transfer his printing business. 
The premises were occupied, on a weekly 
tenancy, by a dry cleaning company, to 
whom taxpayer offered £300, £200 or 
£100 if the building was vacated by the 
end of July, August or September, 1955. 


The dry cleaning company considered 
that both the times suggested for vacat- 
ing the premises, and the sums offered as 
compensation, were inadequate. 


Taxpayer then served a notice to quit 
on the lessee company, and as a result of 
court proceedings, it was agreed between 
the parties that the taxpayer should pay 
£500 to the lessee on receiving vacant 
possession on 17 October, 1955, and 
that the order of the court should operate 
as a surrender of the lease on that date. 


A deduction was claimed of £25), 
representing legal expenses incurred i 
connection with the proceedings taken to 
obtain vacant possession of the premises, 
and also in relation to some action taken 
in an attempt to have the rent increased 
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before the ejectment proceedings were 
instituted. No satisfactory apportion- 
ment was, however, provided. 


The amount of £500 paid to the dry 
deaning company was also claimed as a 
deduction, on the ground that it was paid 
for or in connection with the surrender 
of the company’s weekly tenancy, and 
thus was a lease premium. 


When the dry cleaning company 
vacated the building, extensive repairs 
were necessary to make it fit for tax- 
payers occupation. Of the amount of 
$2900 paid during the year of income on 
the reconstruction of the roof, floors, 
walls and plumbing, taxpayer estimated 
that £900 represented the cost of new 
work, and claimed a deduction under 
Section 53 of the remaining £2,000, con- 
tending that the building was in good 
nantable condition when he purchased 
it, and that the work was necessitated by 
the damage caused by the removal of the 
plant used by the dry cleaning company. 
No evidence was provided which indi- 
cated what in fact was the condition of 
the building when it was acquired by 
taxpayer, Or when he obtained vacant 
possession. 

Some two months later, taxpayer sold 
his printing business to a family com- 
pany. He intended to sell his plant at 
the income tax depreciated value, but by 
a oversight, due to the fact that the 
book value of the plant was not in line 
with the tax value, the plant was trans- 
ferred to the company at a figure which 
was £800 more than the written down 
value for tax purposes. This amount of 
{800 was included in taxpayer’s assess- 
able income under Section 59; relief 
fom the Commissioner’s action was 
sought because of the mistake which had 
ten made, particularly in view of the 
fact that the market value of the plant 
was stated to be actually less than the 
written down value. 

The Board of Review, in 8 C.T.B.R. 
INS.) Case 93, considered the separate 
aims made by the taxpayer. In the 
fst place, the Board decided that the 
mount of £500 paid to the dry cleaning 
company on vacating the premises was 
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not a lease premium. The decision of 
the Board in 7 C.T.B.R. (N.S.) Case 108, 
that “the vacating of possession under 
an order in ejectment, albeit by consent, 
did not amount to a surrender”, was 
agreed with. The relationship of land- 
lord and tenant ceased to exist when the 
notice to quit expired, and the occupier 
of the premises had no lease which he 
could surrender. 


The legal expenses, apart from the 
unascertained portion relating to the pro- 
posed rent adjustment, were incurred to 
enable the taxpayer to obtain vacant 
possession, and were held to be of a 
capital nature, not allowable as a deduc- 
tion under Section 51. 


The Commissioner’s action in not al- 
lowing a deduction for the cost of repairs 
was also confirmed. It was immaterial, 
the Board stated, whether the dilapi- 
dations were in existence when the tax- 
payer purchased the building, or were 
caused by the tenant removing his plant. 
Expenditure incurred in rendering the 
premises fit for occupation represented 
part of the cost of the building, and 
being thus of a capital nature was ex- 
cluded from the scope of the deduction 
allowed by Section 53. “All the rele- 
vant expenditure was made in such cir- 
cumstances that it formed a real element 
in the acquisition and establishment or 
setting up of the premises for use in the 
taxpayer’s business. It was expenditure 
in the enlargement of the profit-yielding 
subject and not in the process of operat- 
ing it, and was of a capital nature”— 
(Mr. R. E. O'Neill, Member). 


Lastly, the Board decided that the 
amount of £800, representing the excess 
of the sale price of the plant over the 
tax written down value, had _ been 
properly included in assessable income. 
“Both the Commissioner and the Board 
must apply the Assessment Act as they 
find it, and unfortunate as may be the 
fiscal results of the error made by the 
taxpayer or his accountant”, the Board 
could only confirm that the provisions of 
Section 59 had been correctly applied to 
the facts as evidenced by the company’s 
minutes. 
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GROWING CROP SOLD WITH LAND 


The New Zealand Supreme Court 
decided that a crop of tomatoes, 
representing part of a _ property 
purchased, was not “trading stock” 
for the purposes of the Land and 
Income Tax Act. 


The taxpayer purchased, for £5,200, 
a property consisting of about one-and- 
one-third acres of land, glass houses, 
sheds, equipment and tomato plants. The 
contract of sale provided no apportion- 
ment between the various assets acquired. 


It was contended by the taxpayer that 
the tomato crop, which had not been 
harvested but which was almost ready 
for picking and marketing, was trading 
stock, and that a deduction should be 
allowed of the cost price of the crop, 
estimated at £1,000. 


“Trading stock” as defined in the New 
Zealand Land and Income Tax Act 
“includes anything produced or manu- 
factured, and anything acquired or 


purchased for purposes of manufacture, 


sale or exchange”; and also includes live 
stock; but does not include land. 


The New Zealand Supreme Court, in 
Pasley v. Commissioner of Inland 
Revenue (1957) 7 A.I.T.R. 292, had to 
determine whether the tomato crop was 
part of the land purchased, and so was 
excluded from the definition of trading 
stock, or whether it was separated from 
the land, in the category of chattels, or 
emblements, to be treated as trading 
stock. 


The court expressed the view that 
before a growing crop sold can be treated 
as a chattel, it must be sold distinct from 
any sale or assignment of the land, and 
with the intention of severance on execu- 
tion of the contract. In this case, how- 
ever, the crop passed to the purchaser 
net as something severed from the land, 
but with the land itself, and the court 
considered therefore that it did not fall 
within the category of goods. 

The purchase price of £5,200 paid for 
the land and the other assets did not 
include any sum agreed upon between 
the vendor and the purchaser as the price 
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of the growing crop; the payment of 
£5,200 was an expenditure of capital jp 
acquire capital assets. 

It was held, therefore, that the est. 
mated cost of the tomato crop was no 
allowable as a deduction, for purpose 
of New Zealand income tax, as it did not 
represent expenditure on trading stock 
acquired in the year in which the purchase 
of the property took place. 


— - — 


QUESTIONS IN PARLIAMENT 


Mr. ASTON.—(To the Treasurer.) What 
is the effect of the recent decision of the 
Commissioner of Taxation on income earned 
by medical practitioners in New South Wale 
who have formed themselves into companies 
for taxation expediency? As a result of the 
decision of the Commissioner of Taxation, 
is the income earned by these companies tar- 
able as though earned by the doctor as an 
individual? 

Mr. HAROLD HOLT. . . What the honor. 
able gentleman wants to know is, broadly, 
the effect of the decision taken by the Con- 
missioner of Taxation. It appears that some 
hundreds of medical practitioners in New 
South Wales have formed themselves and 
their practices into companies. Sometimes this 
was done when doctors were in partnership, 
but more generally it occurred when they were 
in individual practice, and the shares in the 
company were held by themselves or, in some 
instances, by members of their families. ln 
most instances, the practice has been adopted 
of the company paying a salary to the medical 
practitioner, the remainder of the income, 
subject to whatever expenses may be claimed, 
being distributed to the various shareholders 
of the company. It would appear from such 
information as I have gathered on the pot 
that the attitude of the Commissioner of 
Taxation has been affected by his reading of 
the New South Wales Medical Practitioners 
Act, which provides that only a_ registered 
medical practitioner can engage in the practice 
of medicine and surgery, collect fees, treat 
diseases and so on. The interpretation of the 
Commissioner is that the companies do no 
qualify for registration in the terms of that 
Act. My information is that New South Wales 
is the only State in which this practice of 
company formation has been followed. 


Honorable members will be aware that the 
Commissioner of Taxation, in carrying ol 
what he understands to be the duties et 
trusted to him under legislation passed by 
this Parliament, must try to interpret the will 
of Parliament as expressed in that legislation. 
If his interpretation of the provisions of legis 
lation is not accepted, it is open to any person 
affected to make legal challenge. 
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Pay-Roll Tax 


A statement on pay-roll tax was tabled by the Commonwealth 
Treasurer in the House of Representatives on 17 May, 1960 


For many years, Mr. Holt said, pay- 
roll tax has been singled out for particular 
criticism, especially by the larger em- 
ployers of labour. The statement 
submitted to Parliament sought to counter 
this criticism by reviewing the history of 
pay-roll tax, its effects on costs and prices 
and the consequences which might be 
expected to flow from its abolition. 


A summary of the statement, provided 
at its conclusion, was as follows: 


Pay-roll tax was introduced in 1941 to 
finance part of the cost of child endow- 
ment. As child endowment was 
intended to be an adjunct of the wages 
system which would bear less heavily 
on employers than a general increase 
in wages to provide for family respon- 
sibilities, part of its cost at least was 
regarded as a logical addition to em- 
ployers’ pay-rolls. 


Since then, the direct connection between 
pay-roll tax and the financing of child 
endowment has for budgetary reasons 
been terminated; but the general 
exemption from the tax has been pro- 
gressively widened so that at present 
only about 30,000 employers are 
liable to the tax as compared with 
about 90,000 in 1953. 


Pay-roll tax, like other taxes, adds to 
costs and hence to prices but, while its 
incidence varies considerably from one 
firm and one industry to another, its 
efect as a whole is relatively small; 
pay-roll tax collections in 1958-59 
were equivalent to 0.7 per cent of the 
estimated value of goods and services 
sold to final purchasers in Australia. 


A considerable proportion of the tax is 
Paid by public authorities which 
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provide services (e.g. education) for 
which no charges are made. 


Abolition of pay-roll tax would not be 
likely therefore to have a marked 
effect on industrial costs and prices. 


The net annual cost to Commonwealth 
revenue of abolishing pay-roll tax 
cannot be estimated precisely but it 
could be between £40 million and £50 
million. 
it were necessary to make good a loss 
of, say, £45 million, about 12 per cent 
would have to be added to personal 
income tax rates. Alternatively there 
would have to be an all-round increase 
of about 1/5d. in the £ in company 
tax rates or about 1/8d. in the £ if the 
increase applied only to company 
income in excess of £5,000 (and the 
latter would complicate the structure 
of company taxation). 


The question of whether pay-roll tax 
should be abolished is not a simple, 
uncomplicated one. The question has 
many facets and the Government must 
take account of them all. Its attitude 
must at all times be determined in the 
whole context of its budgetary position 
and policy, and this can change from 
time to time. 

o * o . 


Whatever may be the validity of the 
various arguments for the abolition of 
pay-roll tax, such as the contention that 
the tax has a disproportionate effect on 
costs and prices, or that it adds to costs 
in export industries and thus places Aus- 
tralian exporters at a competitive dis- 
advantage, it does appear that its 
retention is substantially justified by the 
Government because of the revenue thus 
obtained. 


269 





Trading Stocks for 
Taxation Purposes 


By L. BARRETT, F.A.S.A., A.C.A.A. 


E accountant is often confronted 

with numerous practical problems 
the equitable solution of which he must 
endeavour to find. From time to time 
many difficulties arise in connection with 
the measurement of the quantum and 
value of trading stocks at balance date 
and, possibly, no item has a greater effect 
on the calculation of the financial results 
of the operations of a business enterprise 
than the value at which these stocks are 
taken into account. 


Section 28 of the Income Tax and 
Social Services Contribution Assessment 
Act 1936-1957 requires that, where a 
taxpayer carries on a business, the value 
of all trading stock on hand at the be- 
ginning and end of the year of income 
shall be taken into account in computing 
the taxable income. The purpose of this 
article is to examine briefly some aspects 
of the meaning of the words “trading 
stock on hand”, and to draw particular 
attention to some items that are not to 
be treated as “stock” for taxation pur- 
poses. 

DEFINITION: The term “trading 
stock” is defined in Section 6 as 
follows:— 

“ ‘trading stock’ includes anything 
produced, manufactured, acquired 
or purchased for purposes of manu- 
facture, sale or exchange, and also 
includes live stock.” 


Prima facie, this is not an exhaustive 
definition, but a former Chairman of 
the Commonwealth Taxation Board of 
Review No. 1 (the late Mr. R. R. 
Gibson) expressed the opinion that the 
words of the definition “are so com- 
prehensive that I am strongly inclined to 
think that they were intended as an 
exhaustive definition of trading stock for 
the purposes of the Act.” (C.T.B.R. 
(N.S.) Vol. 1, Case 120, at page 572). 
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If the definition is an exhaustive one, 
is possibly an extension of the ordinay 
commercial meaning of the term. — 


Some interesting aspects of this sub 
ject were examined in great detail by th 
Board of Review No. 1 in the case pr. 
ferred to above. In this case, certaip 
principles were laid down concerning th 
classification for taxation purposes of 
items such as labels, containers, packing 
materials, and consumable aids to man. 
facturer. 

Labels, Containers. 

Goods such as labels, containers and 
packing materials which become parts or 
constituents of goods sold are good 
purchased for purposes of sale and ar 
“trading stocks for taxation purposes”. 
“The labels, containers and _ packing 
materials are purchased by the company 
and become parts of goods which are sold 
by the company in the ordinary cours 
of its trade. The entity which is sold 
consists of a combination of such goods 
(or some of them) and one of the con- 
pany’s finished products, and none of 
these things loses its physical identity in 
consequence of the operations of com- 
bination’. (Per Mr. R. R. Gibson 2 
page 571). 

Consumable Aids to Manufacture: 


Goods such as cleaning agents, fuel 
or other consumable aids to manufacture 
which do not become component parts 
of finished products are not “trading 
stocks”. “The purpose for which they 
were acquired was not for sale or ¢- 
change either in their existing form or 
in a processed form suitable for sale or 
exchange. They comprise materials for 
purposes ancillary to the business o 
manufacturing goods for sale and do not 
form a component part of such goods 
produced or manufactured; at no time 
does possession of or property in thes 
materials pass from the company to it 
customers; as consumed in the process of 
working up raw materials into finished 
goods ready for sale they constitute a 
expense to the company which is com- 
parable to the losses or outgoings incurred 
on wages of factory employees (clerks 
storemen, etc.) not directly engaged in 
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the manufacturing process.” (Per Mr. 
F.C. Bock at page 592). 

In normal circumstances, therefore, 
the cost of acquiring consumable aids to 
manufacture, sundry stores, stationery 
and a host of similar small items is an 
allowable deduction in the year of ac- 
quisition or purchase—vide the provisions 
of Section 51. However, the position may 
be different when a taxpayer is building 
up a reservoir of this type of article and 
his purchase of, say, aids to manufacture, 
were not being consumed in the course 
of manufacture. 

Machine Stores, Spare Parts: 

The position with regard to stocks of 
spare parts and other materials held for 
the purposes of effecting repairs to and 
maintenance of plant, buildings or 
similar assets is somewhat different. It 
is clear that stores of this nature are not 
“trading stocks”. Section 53 permits a 
deduction of “expenditure incurred . . . 
in the year of income for repairs . . . to 
any premises .. . plant. . . held, occupied 
or used . . . for the purpose of producing 
assessable income . . .” 

The cost of acquiring stocks of 
machine spares, stores, or articles of a 
like nature held to meet the need for 
future maintenance of assets is not allow- 
able as a deduction until such time as the 
repairs are actually carried out. The 
purchase of spare parts or stores, etc., 
which are not appropriated for the pur- 
pose of effecting repairs or consumed in 
the same year of income is an outgoing 
of a capital nature (see Guinea Airways 
Limited v. Commissioner of Taxation 
(4 A.L.T.R. 299)). Therefore, whilst 
unused stores of the type mentioned are 
not “trading stocks” required to be ac- 
counted for under Section 28, they 
should be treated as an asset at the 
balancing date and not claimed as a 
taxation deduction until, in fact, they are 
used in effecting repairs. 


Goods in Transit: 

It is to be noted particularly that 
Section 28 refers to “the value . . . of 
all trading stock on hand...” It seems 
quite clear that the words “on hand” 
have definite significance, and that the 
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section requires a taxpayer to bring into 
account only those stocks actually held 
by him. Where a taxpayer has commit- 
ments for forward buying, he is not 
required to account for undelivered 
goods, even though the property in these 
goods may have passed to him—nor is 
the taxpayer entitled to bring them into 
account. In J. H. Young & Co. v. I. R. 
Commissioners (1925) 12 T.C. 827, 
owing to a fall in prices, it was clear that 
a loss would be incurred in respect of 
undelivered goods, but it was held that 
the loss was not deductible in the ac- 
counting period and could not be deducted 
until after delivery. Goods in transit 
(J. W. Green & Co. v. I. R. Commis- 
sioners (1927 I.R. 240) and partly and 
completely manufactured biscuit tins and 
a stock of tin plates invoiced and ap- 
propriated by a tin box company to a 
biscuit manufacturing company just 
prior to the close of the accounting period 
of the latter company (J. R. Commis- 
sioners Vv. Huntley and Palmers Ltd. 
(1928) 12 T.C. 1209) have also been 
held not to be stocks on hand. 


Growing Crops, Substances in Situ: 


Standing or growing crops or crop 
stools are not stocks on hand for taxation 
purposes as they have not been severed 
from the land and form part of the land. 
Similarly, substances such as coal, sand 
or gravel, etc., are not trading stock 
while they remain in situ—they do be- 
come stocks, however, when removed 
from the earth. Growing wool on a 
sheep’s back is not stock until it is shorn. 


Conclusion: 

In dealing with problems which may 
arise on the wide interpretation which 
may be given to the ascertainment of 
stocks on hand for taxation purposes, the 
fundamental principles must be borne in 
mind. The Board of Review decision 
referred to herein contains an exhaustive 
analysis of the problem in the case under 
review and any reader having similar 
problems (particularly those associated 
with a large manufacturing or merchan- 
dising business) would derive some en- 
lightenment from a detailed study of 
the published findings of the Board. 
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Interested in Interest? 


AN INTRODUCTION TO THE PRINCIPLES 
AND PRACTICE OF ECONOMIC ANALYSIs 


By I. D. FULLER, A.a.s.a. 


‘THE basis of all economic analyses 

involving the time value of 
money is a proper appreciation of 
interest theory. In this article the 
author illustrates the manner in which 
interest calculations, as developed 
for use in the banking, insurance and 
related fields, can be employed in 
the analysis of other commercial 
problems. Particular reference is 
made to the interest tables which en- 
able the discounted cash flow tech- 
nique to be applied so successfully 
to the appraisal of capital expendi- 
ture proposals as well as to the eval- 
uation of other common business 
situations. 


Objects of the Analyst 


Before attempting any economic analy- 
sis it is important for the accountant 
to define in the most precise terms 
exactly what he is endeavouring to estab- 
lish. He must understand the objects of 
his company and whether, when apply- 
ing analytical techniques to the solution 
of any given problem, the object is the 
maximisation of the profits, or whether, 
as is sometimes the case, there are other 
more important considerations when 
viewed from the perspective of the com- 
pany’s long-range developmental plans. 


However, even in those instances 
where the profit motive is a secondary 
consideration, it is usually desirable to 
measure the relative economic advantage 
or disadvantage of the alternative courses 
of action. 


Apart from the exceptions referred to, 
the object of the economic analyst is to 
ensure that business decisions involving 
the expenditure or saving of money are 
based on the best possible appraisal of 
what will be the most economic choice 
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in the long run. Where the decision is 
one of investment (whether the expen- 
diture is regarded as capital, revenue or 
a combination of the two) it clearly 
will not pay unless the original invest- 
ment is ultimately recovered intact 
(either in cash or equivalent assets) 
together with something extra as a 
reward for the investment; an_ invest- 
ment which simply repays the original 
outlay without any “return” contributes 
nothing to the profits of the enterprise 
—in fact, when allowance is made for 
the time value of money, it can be shown 
to be distinctly unprofitable. 


The “return” may be thought of as 
profit, dividend, interest, etc., and it is 
the rate of the prospective return, in re- 
lation to the value of money to the 
investor and the degree of risk accepted, 
that is the criterion of any investment 
decision’. 

Nevertheless it must be recognised, and 
always kept in mind when making the 
final decision, that there are generally 
many important factors which cannot be 
evaluated satisfactorily in monetary terms. 
Such considerations as company pres- 
tige, staff morale and the possible occut- 
rence of completely unpredictable future 
events, frequently arise in this connection 
and they must be noted for appropriate 
consideration at the time of decision 
making. 


An analysis should not be abandoned 
simply because the impact of intangibles 
is likely to dictate the choice. It may 
transpire, once the analysis is completed, 
that the overwhelming economic superior- 





1. For convenience only the term ‘“‘interest” 
is used hereafter but readers should think 
of the “return” in the terms appropriate 
to their business. 
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ity of the alternative with (for instance) 
unfavourable company prestige implica- 
tions, is such that too great a value 
would need to be placed on prestige if 
the less economic alternative was ac- 
cepted. Thus, although management may 
be unable to estimate the value of pres- 
tige for use as an ingredient in the 
analysis, it becomes a different matter 
when the analyst can show the value 
which must be placed upon it to make 
the two alternatives of equal economic 
merit. 


Having emphasised the necessity of 
weighing the intangibles during the final 
decision making process, the remainder 
of this article is directed towards the 
analysis of tangible factors and conse- 
quently, before any conclusions are drawn 
from a case study, all relevant circum- 
stances surrounding the problem require 
the closest examination to see whether, 
on balance, the intangibles favour the 
economically superior alternative, or con- 
versely, whether they sufficiently favour 
the economically inferior alternative to 
justify its acceptance. 


SELECTION OF ALTERNATIVES 


All business decisions necessitate a 
selection between two or more courses of 
action, each one of which may be cap- 
able of accomplishment in several dif- 
ferent ways. Frequently the choice will 
lie simply between either doing or not 
doing something. 


Regardless of the analytical technique 
used and the mathematical precision of 
the computations, it is impossible to com- 
pensate for the oversight of the analyst 
if the most favourable alternative is not 
brought under examination; there is little 
achieved by choosing between course 
(A) and (B), if course (C) really offers 
the best prospects. This is a common 
pitfall, and by the very nature of some 
Problems, it is virtually impossible to 
eliminate entirely the risk of such over- 
sights occurring. But the risk can be re- 
duced considerably if a real effort is 
made to discover all feasible courses of 
action and to treat each one as a pros- 
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pective “winner” until an appropriate 
evaluation proves otherwise. 


Use is often made of the question “Is 
there a better way—why? when? where? 
how? 


Why do it at all? If we are doing it for 
profit, is it really profitable in relation 
to the cost of capital and the other 
investment opportunities available? 

When must we do it? Now or can we 
afford to wait until next year? Will 
prices be lower in three years? 

Where? Why at Factory A? Why not at 
B or at both A and B? 

How should we build? In brick, timber 
or concrete? Should we use electric 
power, gas or steam? 


SELECTING THE RELEVANT 
FACTORS 


In economy studies, the object is to 
measure the differences between com- 
peting alternatives. Only the prospective 
future differences are relevant—past 
events are of no concern except to the 
limited extent to which they may govern 
future cash-flows* and future events, 
which will occur to the same degree 
irrespective of the alternative chosen, 
should be disregarded both to simplify 
the calculations and to permit proper 
emphasis to be placed upon the really 
important factors—the differences. 


It follows that economic analyses car- 
ried out for the purposes of comparison 
and of selection are not indicative neces- 
sarily of respective total costs as even 
direct costs are omitted where these are 
common to all the alternatives being con- 
sidered; non-incremental indirect costs 
are always ignored as strictly irrelevant. 


The particular factors relevant to a 
specific study will depend upon the 
type of problem concerned and the par- 
ticular circumstances. There are certain 
guiding principles which will assist the 
analyst in deciding what is relevant. 


Indirect Costs 


For accounting purposes these are 
generally allocated over products or 


2. Usually because of taxation implications 
as explained later. 
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departments, depending upon the nature 
of the company, on some basis of ap- 
portionment. Although quite satisfactory 
for recording the company’s activities in 
the books of account in accordance with 
the conventions of accounting, the ana- 
lyst should be wary of using any such 
figures, other than as a basis for pre- 
dicting the future incremental costs (or 
savings), appropriate to each alternative 
under consideration 


Direct Costs 


Differences in direct costs must always 
be predicted as accurately as possible. 
Here also the analyst must be careful to 
look behind any book figures to ensure 
that they do record accurately what they 
purport to show. A common complication 
is that prospective future differences are 
not necessarily directly proportional to 
the historical figures; an_ illustration 


would be the cost of power which is 
generally charged on a sliding scale but 
allocated over functions, as a direct cost, 
at the average rate. Consequently a pro- 
posal involving a marginal reduction in 


power consumption will not generate 
savings at the average unit cost of power, 
but only at the rate applicable to the 
lower end of the tariff scale. 


A check-list should be compiled pro- 
gressively of the factors found to be 
relevant in earlier studies; this procedure 
has the great advantage of forcing the 
analyst to think about each possible 
source of difference before discarding it 
as irrelevant. 


Depreciation 

Compared with the conventional ac- 
counting methods, this controversial 
factor requires entirely different treat- 
ment in the economic analysis. The only 
extent to which book depreciation is 
relevant in economy studies, during the 
comparative process, is in assessing the 
respective taxation liabilities of alterna- 
tives. The examples which follow will 
demonstrate the appropriate treatment 
adopted to allow for depreciation in 
economy studies but, in common with 
most other factors brought to account, 
depreciation must always be estimated 
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—actual depreciation can never be know, 
until the asset is sold or retired. 


Economic Life 

Where the respective economic lives of 
alternatives are different the extra poten- 
tial earning power of the longer-lived 
alternative is a relevant consideration 
in its favour. In investment problems, jt 
is the earning power of the project over 
the whole of its economic life which 
determines the rate of return. 


Salvage Value 

This factor can be positive (e.g. the 
trade-in value of a used truck) or nega- 
tive (e.g. where the scrap value of a 
retired asset is more than offset by the 
cost of removing it). In practice, the 
assessment of “salvage” value for a long- 
lived asset not yet acquired can pos 
obvious difficulties, but the best estimate, 
no matter how uncertain it may be, is 
better than no estimate at all. Usually 
it is possible to predict the salvage 
value, within certain extremes, with 
reasonable confidence and, as illustrated 
later, the analysis may show subsequently 
that a relatively large margin of u- 
certainty is really of minor significance. 


Fixed and Working Capital 

These factors need no emphasis except 
to highlight the necessity of including 
working capital which is tied-up, and 
must earn its share of “interest”, to the 
same extent as fixed capital. 


Book Values 

Having regard to what has already 
been said in relation to book deprecia- 
tion, the book values of assets, arrived 
at by deducting somebody’s estimate of 
annual depreciation from the original 
cost, are also obviously _ irrelevant’. 
In replacement studies the relevant con- 





3. In the concluding stages of the analysis 
book values may influence the fina! decision. 
Such a situation can arise in replacement 
economy studies where, despite a heavy loss 
on realisation of the old asset, the analysis 
may show a clear preference for replace 
ment; but the appropriation from current 
profits to write-off the loss on realisation 
may be more than the company can afford 
in the short-term. 
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Announcing ....] THE SENSATIONAL 


ALACRA FORMFLOW 
RETRACTABLE PINWHEEL PLATEN 


suitable for all makes of typewriters and tabulating machines 


.... Which brings 
automation into your 
office 


Speeding 
production..... 


reducing costly 
overhead 


Here is the one best way to feed 
continuous forms with inter- 
leaved carbon and maintain 
commercially perfect alignment 
and registration of all parts of 
the form automatically. The 
pinwheel platen feeds, aligns 
and registers continuous forms 
at the point of writing by gentle, 
free jogging action as pins en- 
gage holes in both margins. 


No costly changeover 
Can be fitted to 
your own typewriter 


‘For further information : J. J. MILLER Printing Company Pty. Ltd. 


19-27 Grant Street, Clifton Hill, Melbourne 
Telephone: JW 1181. Offices in all States 
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sideration is to determine what the com- 
pany is denying itself in terms of cash 
generation by retaining the asset; irre- 
spective of the book value, it is the net 
after-tax sale or scrap value which is 
appropriate in these circumstances. 


Interest and Income Tax 


These troublesome factors deserve 
special study and the next two sections 
are devoted to a more detailed examina- 
tion of them. 


INTEREST IN THEORY AND 
PRACTICE 


Interest exists in all business trans- 
actions, whether recorded in the books 
of account or not, because of the im- 
mutable law of supply and demand. If 
A has some money (or purchasing 
power) and B has not, and B borrows 
the money from A, then A looks for 
something to compensate him for post- 
poning his enjoyment of the benefits his 
money would purchase for him. Apart 
from minor domestic transactions, in- 
terest is always present, 


Probably the most common fallacy in 
business decisions is to ignore interest 
on such pretexts as—“You cannot re- 
gard each proposal as being within a 
vacuum attracting its particular share 
of the overall interest bill”; “We do not 
record interest in our books”; “Our 
parent company does not charge us in- 
terest on additional capital funds”. In 
other cases the issue is side-stepped be- 
cause of doubt about the rate which 
should be used. All these fallacies ignore 
the “time value of money”. The time 
value of money is a function of the rate 
of interest and the time. 


The Rate Function of Interest 

This needs little explanation. If £1000 
is borrowed from a bank for one year, 
the bank may require, at the time of re- 
payment, £1050, £50 being interest; 
50 100 


oo & 


= 5% 





1000 1 
is the rate of interest per annum. 
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In commercial transactions, interest is 
generally payable annually or more fre- 
quently, and consequently interest at 
5% means 5% per annum unless other- 
wise indicated. 


The Time Function of Interest 
If the £1000 is borrowed for two 
years at 5%, the amount required in 


two years’ time to discharge the loan 
will be £1102.5, viz.:— 


Ist year 2nd year 

Outstanding at Begin- 
ing of Period £1000 £1050 
Interest @ 5% £50.0 £52.5 


Outstanding at End of 
Period £1050.0 £1102.5 


In this case the interest is “com- 
pounded” in that interest is charged 
during the second year on the amount 
of the first year’s interest. Whenever 
the term of the transaction exceeds the 
interest period (whether payable quart- 
erly, semi-annually, annually or at any 
other stipulated interval) interest is al- 
ways compounded in economy studies. 


Whenever money is borrowed (or 
loaned) there is always a repayment 
plan agreed or inferred. Consider now 
the four examples in Exhibit 1 relating 
to the repayment of £10,000 over five 
years at 5% interest. 


It will be noted that all the plans 
embody some process of mathematical 
uniformity and for this reason they are 
of great value in economy studies. There 
are, of course, any number of irregular 
plans and these will be considered later. 


The total amount payable under each 
plan varies considerably but, despite 
this, each plan is strictly equivalent to 
the other in the sense that an investor 
with £10,000 to invest could “buy” from 
the borrower an undertaking to effect 
the series of repayments appropriate to 
each plan*. This state of equivalence 
exists so long as the rate of interest is 
expressed and remains unchanged. Thus 
—treferring to Exhibit 1— 





4. A consideration of the merits of each plan 
from the standpoint of the borrower or 
lender is beyond the scope of this article. 





275 





Plan 1: If interest is 5%, the pros- 
pective receipt of £12,762.9 five years 
hence is equivalent to £10,000 now 
or, in other words, £10,000 is the 
present worth of £12,762.9 payable 
five years hence if interest is 5%. 


Plan 2: £10,000 now is the present 
worth of £500 per year for four years 
plus £10,500 in the fifth year if inter- 
est is 5%. 


Plan 3: £10,000 now is the present 
worth of £2500 payable in one year, 
plus £2400 payable in two years, plus 


£2300 payable in three years, plus 
£2200 payable in two years, plus 
£2100 payable in five years if interes 
is 5%. 


Plan 4: £10,000 now is the present 
worth of £2309.7 payable annually 
for five years if interest is 5%. 


Moreover, as each of the respective 
future money series or cash-flows has 
the same present worth, each cash-flow 
is equivalent to the other so long as 
interest is 5%. Therefore £500 payable 
annually for four years plus £10,500 pay- 


EXHIBIT 1 


Showing Four Plans for the Repayment of £10,000 in Five Years at 5% 





Interest Due 
(5% of principal 
at beginning 

of year) 


of 


| 
End | 
Year | 


year-end 
payment 


Principal plus 
Interest before 


| Year-end Money owed 
after year-end 

payment and 

carried forward to 

start of next year 


payment and 

total payments 
over period 
of loan 





PLAN 1. In Which there are No Annual Payments— 


£500.0 | 
$25.0 
551.3 
578.8 
607.8 


£10,500.0 
11,025.0 
11,576.3 
12,155.1 
12,762.9 


0 
1 
2 
3 
4 
5 


£10,000.0 

10,500.0 
11,025.0 
11,576.3 
12,155.1 
£12,762.9 NIL 


| | 


| 


PLAN 2. In which the Interest is Paid Annually— 


£500 | £10,500 
500 10,500 
500 10,500 
500 10,500 
500 | 10,500 


£500 £10,500 
400 8,400 
300 6,300 
200 4,200 
100 2,100 


l £10,000 
| £500 10,000 
| 500 10,000 
500 10,000 
500 10,000 
10,500 NIL 


£12,500 


| 
| 


PLAN 3. In which there is a Uniform Annual Reduction of Principal— 


£10,000 
8,000 
6,000 
4,000 
2,000 
NIL 


PLAN 4. In which there is a Uniform Annual Payment— 


£500.0 
409.5 
314.5 
214.7 


| £10,500 
109.8 | 
| 


8,599.8 
6,604.6 
4,509.6 
2,309.7 


£10,000.0 

8,190.3 

6,290.1 
4,294.9 
2,199.9 
NIL 
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able in the fifth year (Plan 2) is equiva- 
lent to £2309.7 payable annually for five 
years (Plan 4), etc. 

To make use of these valuable rela- 
tionships innumerable interest formulae 
have been devised. The most important 
of these for the purposes of economic 
analyses come under two distinct head- 
ings— 

Single payment series as in Plan 1. 

Uniform annual series as in Plan 4. 


For convenience of application, books 
of interest factors are available. Where 
the rate of interest is a known element 
in the calculation, the factors can be 
extracted from the appropriate table and 
ued to solve the required informa- 
tion. Where the rate of interest is un- 
known, it is generally necessary to solve 
the equation by trial and error, or by 
interpolation within the tables; these sit- 
uations lead to the utilisation of the so 
called discounted cash flow techniques 
which are considered in another section. 

The great majority of economy studies 
can be solved by reference to the follow- 
ing factors— 


Single Payment Series 


Compound Amount Factor: As Plan 
1 proves, £10,000 will compound to 
£12,762.9 in five years if interest is 5%. 
Thus the single payment compound 
amount factor for five years at 10% is 


£12,762.9 or 1.276 (to third decimal 
£10,000 place ) 


Present Worth Factor: Again refer- 
ring to Plan 1, and as already mentioned, 
£10,000 is the present worth of £12,762.9 
payable five years hence if interest is 
5%. Thus the single payment present 
worth factor for five years at 5% is 

— .784 (to third decimal 

» plgPitara place). 

It will be noted that the compound 
amount factor and present worth factor 
are reciprocals. 


Uniform Annual Series 


Capital Recovery Factor: Plan 4 shows 
that if the debt is to be discharged by 
a uniform annual payment of principal 
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and interest, the amount to be paid each 
year is £2309.7. Thus the uniform an- 
nual series capital recovery factor for 
five years at 5% is 

£2309.7 = .23097 (to five decimal 
places). 


£10,000 


Present Worth Factor: This is the 
reciprocal of the capital recovery factor 
or 1 

.23097 4.329 (to third decimal 
place). 

There is nothing new about these 
factors; they have been used in banking 
and insurance circles for many years. 
However, what has not been recognised 
sufficiently is their application to other 
commercial problems. Let’s take each of 
the four factors given and consider firstly 
its “financial” interpretation, which is 
well known, and then re-phrase the ques- 
tion to meet an every-day “commercial” 
situation— 


S.P.C.A. Factor 

Financial: If £10,000 is invested for 
five years at 5%, what will it amount 
to at the end of the period? 


Commercial: What must be the pros- 
pective saving five years hence to justify 
an expenditure of £10,000 now if money 
is worth 5%? 

In each case the answer is £10,000 x 
by the S.P.C.A.F. of 1.276 = £12,760. 


S.P.P.W. Factor 

Financial: To obtain £12,760 five 
years hence, how much must be invested 
now if interest is at 5%? 

Commercial: How much is it justifi- 
able to spend now in order to avoid 
spending £12,760 five years hence if 
money is worth 5%? 

In each case the answer is £12,760 x 
by the S.P.P.W.F. of .784 = £10,000. 


U.A.S.C.R. Factor 

Financial: With interest at 5% what 
uniform annual end-of-year payment 
for five years is equivalent to £10,000 
now? 

Commercial: What annual saving for 
five years must be achieved in order to 
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justify a present expenditure of £10,000 
if money is worth 5%? 

In each case, the answer is £10,000 
x the U.A.S.C.R.F. of .23097 — £2310 
per annum. 


U.A.S.P.W. Factor 

Financial: What is the present worth 
of £2310 per annum for five years with 
interest at 5%? 


Commercial: What present investment 
is justified in order to achieve a saving 
of £2310 per annum for five years if 
money is worth 5%? 

In each case the answer is £2310 x 
by the U.AS.P.W.F. of 4.239 = 
£10,000. 


The interest tables will give the ap- 
propriate factors for different rates of 
interest and the period required but, 
before practical use can be made of the 
interest factors, it is mecessary to con- 
sider the remaining factor of income tax 
which is usually present in a commercial 
economic analysis. 


THE INCIDENCE AND 
EVALUATION OF INCOME TAX 


Because of the complexity of income 
tax law and practice, it is generally desir- 
able to seek the advice of an expert to 
establish the taxation liability of each 
alternative. This taxation liability is of 
the utmost importance in economy 
studies because, so long as the organisa- 
tion as a whole is liable for the payment 
of income tax, the difference between 
the respective liabilities of alternatives 
represents a potential saving in hard cash 
—-for taxable incomes in excess of £5,000 
the current public company rate is 7/6d. 
in the £ or 3742%. Thus where the 
taxation liability of one alternative is 
significantly different from the other, the 
incidence of income tax may well be a 
deciding factor. 


The taxation incidence will normally 
be identified under one of the following 
headings: — 

Fully Taxable Income or Fully Deductible 
Expense. 

Income or expenditure which is fully 

taxable or deductible, as the case may be, 
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should be reduced to its real cash value, 
For instance a fully taxable additional in. 
come of £1,000 per annum is r 

worth in hard cash only £1,000 x .625 
= £625°. Conversely, a fully deduct. 
ible expense of £1,000 per annum really 
costs in hard cash only £625 per annum, 


Capital Expenditure within the meaning 
of the Income Tax Act and Regulations, 


Non Depreciable: If no depreciation 
is allowable, as in the case of land, build- 
ings, etc., the real cost is the amount 
actually spent. 


Depreciable: Where depreciation al- 
lowances are available, the value of the 
deductions must be subtracted from the 
actual cost to obtain the real cost in 
hard cash. This can be done in two 
ways— 

@ Where the annual costs of each 
alternative are being compared year by 
year, it is generally most convenient to 
calculate the actual tax saved each year 
by reason of the depreciation allowances. 
With straight line depreciation this 
amount is 


375(C x R) 


100 


where C = the capitalised investment 
and R = the depreciation rate per cent. 


@ In other studies, it is often con- 
venient to find the present worth of all 
the future tax advantages and deduct this 
amount from the original cost. This can 
only be done where the interest rate is 
a known factor and its application is 
illustrated later in the example of “equiva- 
lent uniform annual costs”. The technique 
is to calculate the saving each year, as 
shown above, and then discount the 
savings back to their present worth using 
the S.P.P.W. Factor appropriate to the 
year and interest rate (if the tax saving 
varies each year) or the U.A.S.P.W. 
Factor if the tax saving is uniform—as 
it will be if the company adopts straight- 
line depreciation for income tax pul- 





5. It is presumed throughout this article that 
the appropriate rate is 7/6 in the £. 


The Australian Accountant, June, 1960. 








300 BURROUGHS Adding Machines 
give Woolworths their figure facts .. . fast 


Woolworths, like any other business — big or 
small — needs figure facts today as never before. ee 
They have met this demand by using Burroughs 


Adding Machines and Burroughs Calculators. ee 


Now is the time for you to find out how these 
machines will speed transactions . . . simplify 
your figuring problems . . . produce the complete 
figure facts your business needs — when it needs Burroughs 


them — and save you money as well. 


Your best buy is a Burroughs, whether you Call or write to— 
want it for a little figuring or a lot. And with 
Burroughs machines you can rely on efficient BURROUGHS LTD. 
nation-wide service in all situations ... normally 40 Miller Street, North Sydney, N.S.W. 
on your premises . . . saving you the biggest spnone xB5831 
expense of all — idle office staff. BUSER 
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Hot on the heels of the 
universally renowned Comptometer 


comes its thoroughbred stable companion 


the new COM a cele RAPH 


already acknowledged the world’s finest 


ADDING LISTING MACHINE 


DEBITS 
Speed | CREDITS 

Silence ADDING MODEL 101 (D) 

* SUBTRACTING 

ccuracy | REFERENCE SYMBOLS 
SHUTTLE OPERATION |" ~~ 





Your office staff will be all the better for it! 


Distributed throughout Australia by:— 


PEACOCK BROS. PTY. LTD. 


ADELAIDE PERTH BRISBANE 
BW 9719 LA 4947 BA 5347 B 8595 


MELBOURNE SYDNEY 
MU 7024 





———— ae 
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s. Exhibit 2 demonstrates the 


application of this technique. 


Sales and Retirements 


It is generally true to say that the 
difference between the tax depreciated 
value and the net selling price (if any) 
is taxable in full if positive, or deductible 
in full if negative. Because of the inci- 
dence of non-taxable capital gains these 
situations require expert study by a 
taxation specialist. 


Improvements on Leaseholds 


These also warrant special examina- 
tion and readers are referred to the 
aticle, “Income Tax Law Relating to 
Leases”’.° 
6. See “Income Tax Law Relating to Leases” 


by D. C. Wilkins—The Australian Account- 
ant, May 1959. 





METHODS OF SELECTION 


It is now possible to make use of the 
foregoing principles in the selection pro- 
cesses of relatively complex problems. Of 
the methods available it is proposed to 
consider only the two most commonly 
employed— 

@ Equivalent uniform annual cost 
usually abbreviated to uniform 
annual cost or simply annual cost) ; 
and 
Rate of return (now becoming 
popularised under the descriptive 
title “Discounted Cash-Flow or 
Profitability Index Method”). 


As a general rule the rate of return 
method is most appropriate to answer 
the question “Why do this at all—will 
it pay?” and the annual cost method to 


EXHIBIT 2 


To find the present worth, after tax, of 


Reconditioning of, and modification 


deductible 


Land and buildings for which no deductions are allowed 


Plant and Machinery of which— 
5% depreciation is allowed on 
10% depreciation is allowed on 


Total investment 


to existing machines— 


an investment involving expenditure on:— 


which fully £ 


5,000 
25,000 


are 


20,000 
50,000 


£100,000 


Less present worth of tax savings if money is worth 5% 


Reconditioning and modifications 
375 x £5,000 

Land and buildings 

Plant and machinery 


@ S% 


20,000 5 
al ; a ) 
I 100 


(— 10 ) 
| 100 


Present worth of investment after tax 
+ UASPW Factor for 20 years @ 5% 


* UASPW Factor for 10 years @ 5% 


14,479 


21,027 


£78,973 


Note If depreciation is claimed on the reducing balance the annual tax avoided will vary 
from year to year necessitating the use of the single payment present worth factor 


appropriate to each year. 
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answer the question “Why do it this 
way?” 
Discounted Cash Flow 

A great deal has been written on this 
subject by overseas authors and readers 
are advised to study article “Bases for 
Capital Expenditure Decisions’’ and 
the sub-joined bibliography. 


This technique is by far the most 
satisfactory method of evaluating new 
capital investments. Properly applied, 
with a sound appreciation of the under- 
lying interest theory, it is the only re- 
liable method of estimating realistically 
the prospective rate of return. Compared 
with it the other methods of evaluation in 
common use suffer many grave deficien- 
cies of which the most serious is lack of 
realism. The pay-off concept makes little 
attempt to measure the productivity of 
capital and is concerned primarily at 
getting the investment back; the “return 
on original investment” and return on 
average investment” methods are, to say 
the least, imperfectly realistic’. 


Numerous examples are given in over- 
seas journals illustrating the application 
of discounted cash flow techniques to 
capital investment problems and _ it 
would be superfluous to offer further 
illustrations here. However, the method 
can also be used for many other types 
of problem where the return, or rate of 
interest, is the unknown quantity. Two 
such applications are discussed below. 


With the growth of lease-financing it 
is often possible to choose between buy- 
ing an asset or hiring it from the sup- 
plier or finance company. The economic 
test of which is the most profitable al- 
ternative requires the calculation of the 
prospective rate of return offered by the 
purchase proposition as compared with 
the cost of hiring. The case study in 





7. See “‘Bases for Capital Expenditure Deci- 
sions by K. A. Middleton—The Australian 
Accountant, May, 1959. 


For an authoritative opinion on the require- 
ments of an effective capital investment 
‘“‘vardstick”’ see ‘Profitability Indexes for 
Capital Investment’’ by Joel Dean—The 
Controller—February 1958. 


Exhibit 3 suggests a solution to the 
following problem. 

@ A company has the need for cer. 
tain vital machinery. A supplier is pre- 
pared to sell for cash and his quote js 
made up of equipment £37,070 and 
installation £5,430. 

(If purchased the total cost will rank 
for tax depreciation allowances at the 
rate of 15% per annum on reducing 
balance). y 

@ Alternatively, the supplier is pre- 
pared to lease the equipment only (in- 
stallation costs to be paid in cash) for 
a period of ten years at a rental of 
£4,156 per annum. At the end of the 
lease period the machinery will be re- 
moved by the supplier, at no cost to the 
hirer, or a new lease may be negotiated. 

(The company is advised that all 
rental payments will rank in full as tax 
deductions but the installation costs will 
not be deductible.) 

A vital consideration is what is likely 
to happen at the end of ten years. In 
this instance there were grounds for be- 
lieving that the equipment would be out- 
dated by improved technology (the pros- 
pects of which were already evident) and, 
(subject to further examination at the 
end of the exercise) it was decided to 
assume that the equipment (if purchased) 
would be sold ten years later for £10,000 
before tax—alternatively, if not sold, 
that it would represent an equivalent 
value to the company. 

In considering this problem it may 
assist to think of the optional purchase 
price as the cost of an annuity, the ar- 
nual income from which is represented 
by the difference between the income 
tax avoided by purchase (i.e. the value 
of the taxation depreciation allowances) 
plus the “salvage” value, and the out- 
goings under the lease proposition (L-¢. 
the installation costs and after-tax rental 
payments). 

The exhibit illustrates the necessary 
calculation revealing a prospective tale 
of return, after tax, of 4.5 per cent’. 
At this point the intangibles, including 
9. The adequacy of this return in relation 

the company’s cost of capital and the degree 


of risk is a special study beyond the scope 
of this article. 
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the element of doubt in the estimation of be disregarded in the final analysis. The 
salvage value, must be borne in mind longer the period, and the higher the dis- 
when making the final decision. As far count rate, then the lower the present 
as the salvage value is concerned it will worth of a future cash flow and con- 
now be evident that the rate of return sequently the less the importance which 
would not be affected materially even attaches to the possibility of error in the 
if the estimate is seriously wide of the monetary evaluation of distant future 
mark and, consequently, this factor can events. 


EXHIBIT 3. Owning versus Hiring. Exercise to Determine the Rate of Return (After-Tax) 
on the Capital Investment Necessary to Own the Machinery. After-Tax Investment—£42,500. 
NEGATIVE saineaihi thin tik telaialaiebiediy  Waieiininiiaad 
POSITIVE CASH-FLOW CASH-FLOW See Ghee Saas 
IF OWNED IF LEASED . - 
(a) (b) (c) (d) (e) 41% 6% 


@ 


BY 


% deduction 
15% of (a) 
6 in £ 
+ (e) 


15% 


Installation 
cost and 
rental p'ments 
After-tax value 
of (d) 

§ of (d) 
SAVING 
OWNING 
AFTER TAX 
Factor 
Amount 
Amount 


g of (b) 
(c) 


Tax saved 


= 

7/ 
3 
os 





on Tax Value 


a 
to 
4 
NX 
te 
© 
= 
ao a 
—_ 
> 
Zs 
ou 
oo 
2 & 
S 
—SS 
= 
Ue 


36,125 
30,706 
26,100 
22,185 
18.857 
16,028 
13,624 
11,580 

9'843 


8] 
© 00 G0 GO 


4,2 
3, 
3, 
3, 
2 
2, 
2, 
2: 


2 


w 


" Salvage value 10,000 
Less tax value 8,367 


Subject to tax 1,633 
’.. tax payable 612 
Net cash flow = 10,000 — 612 = 9,388 5,343 JE 5,240 
£53,599 £43,547 £39,618 


RATE OF RETURN (BY INTERPOLATION) 4.5% 
Notes: 
(i) The object is to find the S.P.A.W.F. which will discount the savings back to the amount 
of the original investment—£42,500, 
(ii) The 4% factors do not discount sufficiently—the 6% factors discount too heavily 
It is necessary to proceed by trial and error until a bracket is obtained either side of 
the investment; the rate of return can now be determined by interpolation as follows— 


5,044 


Subtract the investment from the larger total . - : —42,500 


Subtract the smaller total from the larger total 


3,929 


i047 
Divide the first result by the second : = .27 
3929 
Multiply the answer by the difference between the interest rates and 
add to the smaller rate— 4% + (.27x2) — 4.54% 
(ili) As the interpolation is approximate only, best results are obtained by establishing 
a bracket between interest rates which are close together—say 2% to 5%. 
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The application of discounted cash 
flow techniques to an entirely different 
type of problem was demonstrated in the 
July issue of this journal’®. 


Equivalent Uniform Annual Costs 


This technique is essentially a method 
of comparing the relevant economic 
merits of alternatives or different ver- 
sions of the same basic alternative; it will 
show quickly whether a proposal will, 
or will not, meet the company’s “mini- 
mum-acceptable-rate-of-return” require- 
ments but does not indicate directly to 
what extent the proposal will exceed, or 
fall short of, the stipulated minimum. It 
is therefore particularly useful in select- 
ing the most advantageous alternative 
where one or other must be accepted, 
or in deciding which alternative warrants 
the additional effort of a D.C.F. exercise. 


As a Starting point it is necessary to 
decide the interest rate to be used. This 
should be the company’s minimum ac- 
ceptable rate of return appropriate to 
the cost of funds'! and the risk ele- 
ment of the particular proposal. If a 
fictitiously low rate is used the calcula- 
tion is biased in favour of uneconomic 
proposals—if the rate is too high at- 
tractive investment opportunities may be 
passed over. There is, therefore, extreme 
danger in using unrealistic rates for 
economic studies and consequently the 
determination of the minimum acceptable 
rates of return for both annual cost and 
discounted cash flow exercises deserves 
the closest examination. 


Once the interest rate has been sel- 
ected the process consists of discounting 
the future cash-flows of each proposal 
back to their equivalent present worth 
(using the appropriate present worth 
factors) and then converting the total, 
or “capitalised” present worth, into its 
equivalent uniform annual cost using the 
capital recovery factors. 





10. See “Application of Discounted Cash Flow 
Technique to the Determination of Con- 
tract Prices’’ by the same author—The 
Australian Accountant, July 1995. 

See ‘“‘The Cost of Capital Function for a 
Firm’? by R. M. Soldofsky—The Controller, 
June 1958. 
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The method is best illustrated by ref. 
erence to Exhibit 4 which is a case study 
of three different types of building 
materials. The quantity required in each 
case is the same, but the original cog 
and estimated economic lives vary cop 
siderably; materials A and B are differen 
qualities of the same basic material 
the more expensive article (A) having 
improved aesthetic value, which was 
difficult to evaluate, and a slightly longer 
life expectancy. Material C is consider. 
ably cheaper in original cost and will 
last much longer, but is almost twice a 
expensive as A and B in annual maip- 
tenance costs. 


Further relevant differences occur in 
the taxation treatment (A and B can be 
written-off at 20% per annum and C 
at 74% per annum — the company uses 
straight line depreciation for taxation 
purposes) and in_ estimated salvage 
value (both A and B are _ estimated 
to yield £1,000 before tax —C wil 
not have any salvage value). Finally 
the minimum acceptable rate of retum 
for this analysis was decided at 6% 
after tax. 


The analysis shows the clear econo- 
mic superiority of material C and also 
indicates the value which must be placed 
upon the intangible advantages of mater- 
ials A and B to make them equal to Cin 
annual cost. As a further check the 
break-even point in terms of economic 
life is calculated to see whether a more 
optimistic estimate of this factor would 
be significant; the calculation shows thal 
material A has no prospects of compet- 
ing and the life of material B would 
have to be extended from eight years to 
thirteen years!. 


In studies such as these where there 
is a marked difference in estimated 





2. This calculation is made by noting that the 
capital recovery for material ‘‘B’’ must be 
reduced to £1,898 p.a. if the annual - 
of “B” is to equal “‘C’’. As the adjusted 
investment is £17,602 the U.A.S.C.R. factor 

1898 

—___ = .108 (approx.). 

17602 

By reference to the tables it will be toms 

that this factor corresponds to a Pe 

between twelve and thirteen years. 


would need to be 
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Mercedes Decimatic 


fully automatic TYPEWRITER ACCOUNTING MACHINE 


THESE FEATURES COMBINE TO MAKE 

MERCEDES THE SIMPLEST OF ALL MACHINES 

10 OPERATE — THE EASIEST TO LEARN 

Eketric Tabulation * Automatic Balancing + Auto- 

matic totalling combined with visible register totals 

* 1 to 30 registers « Additional registers may be fitted 

at any time * Registers may be sterling currency, 

decimals, weights and measures etc. « Line by line 
proof on all entries « Single all-purpose pro- 

gramme bar « Flexibility — covers all possible 

accounting needs. 


ak ta phecy - : 
Simcoe — | 





*READILY 
CONVERTIBLE TO 
DECIMAL 
CURRENCY 
nace wy 
men 


ECONOMY 


Operators produce more work, more efficiently, at 
less cost. The machine quickly pays for itself. 


ONE MACHINE PERFORMS ALL OF THESE FUNCTIONS 
Accounts Receivable, Accounts Payable, Invoicing, 
Sales Dissections, Pay Roll, General Ledgers, Cost 
Accounts, Stock Records, Cheque Writing, Receipt 
Writing, Trust Accounts and many other routines 


P, 
Phone now for an obligation-free demonstration or discussion with one of our trained systems advisers. 


Susineon tquipmont (ty Ltd. 


Meibourne: 34 619! Sydney: BM 6231. 
Adelaide: W 1589. Brisbane: FA 102! 
Hobart: B 7339. 


wal Australian Agents: Mercedes Accounting Machines, Monroe Adding-Listing, Calculating & Book-keeping Machines + Roval Typewriters 
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let’s take a look at opacity 


It can be quite something to see in 
“Burnie” Special Offset because this 
excitingly brilliant paper is truly opaque 
It is a bright, white paper which 
highlights both typeface and illustration 
Colour printing on “Burnie’’ Special 
Offset is so startlingly realistic that it 
can achieve an almost third dimensional 
effect. Black and white printing is 
crisp, clear, full of contrast. 


ASSOCIATED PULP AND PAPER MILLS LIMITED 


Offices at Melbourne, 
Sydney, Brisbane, Adelaide. 


Mills at Burnie, Tasmania. 


“BURNIE” PRODUCTS ARE DISTRIBUTED BY WHOLESALE PAPER MERCHANTS THROUGHOUT AUSTRALIA AND NEW ZEALANO 
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EXHIBIT 4 
Equivalent Uniform Annual Costs of these Building Materials—Quantity Required 4,575 Units 


Data 
Estimated 
Estimated 
Estimated 

costs 
Estimated 


costs for 4,575 units 
economic life 
annual maintenance 


salvage value 


Step 1—Find the after-tax investment 
by subtracting the present worth 
of the tax deductions from the 
original cost 

Original cost as above 
Less present worth of tax depre- 
ciation allowances— 
Annual deduction 
Tax saved at 7/6 in £ (a) 
U.A.S.P.W. factor 6% (b) 
.. Present worth of tax allow- 
ances (a) x (b) 


AFTER TAX INVESTMENT 


Step 2— Adjust investment for pros- 
pective salvage value of 
Materials A & B 

After-tax investment as above 
Less present worth of salvage 
proceeds— 
Gross proceeds 
Less tax 7/6 £ * £ 


After-tax proceeds (c) £ 

S.P.P.W.F. factor 6% (d) 

.. Present worth of salvage value 
(c) x (d) 

ADJUSTED AFTER-TAX 
INVESTMENT (e) 


Step 3— Convert the adjusted after- 
tax investment into the equivalent 
uniform annual cost (using 
U.A.S.C.R. factors applicable to 
the estimated life) and add 
annual maintenance costs. 
U.A.S.C.R. factor 6% ... (f) 
Annual capital recovery (e) x (f) 
Annual maintenance costs after- 

tax at 7/6 in £ 


EQUIVALENT UNIFORM 
ANNUAL COSTS 


EXCESS ANNUAL COST OVER 
MATERIAL “C” 

BREAK-EVEN POINT FOR 
MATERIALS “A” AND “B” TO 
EQUAL “C” 


MATERIAL A 


£50,325 
10 yrs 


£2,700 
£1,000 


£50,325 


£10,064 (20%) 
£3,774 
4.212 (5 yrs) 


£15,896 


£34,429 


£34,429 


£1,000 


£34,080 


-13587 (10 yrs) 
£4,630 


£1,688 


£6,318 


£2,732 


OVER 100 yrs 


MATERIAL C 


£8,050 
30 yrs 


MATERIAL B 
£26,300 
8 yrs 


£5,000 


£2,700 
£1,000 


£26,300 £8,050 


£504 (72% 
£189 
8.896 (13.3yrs) 


£5,260 (20%) 
£1,972 
4.212 (5 yrs) 


£8,306 £1,698 


£17,994 £6,352 


£17,994 £6,352 


£1,000 
375 

625 625° 
5584 (10 yrs)  .6274 (8 yrs) 


349 : 


£17,602 


.16104 (8 yrs) .07265 (30 yrs) 
£2,835 £ 


461 


£1,688 £3,125 


£4,523 £3,586 


£937 


13 yrs 


* As materials “A” and “B” are fully written off after five years the proceeds of sale are 


fully taxable. 
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economic lives of the alternatives, the 
analyst is entitled to assume, in the 
absence of any evidence to the contrary, 
that the cost cycles of the shorter lived 
alternatives will repeat themselves over 
the whole period of the longest lived 
alternative. If there is evidence to the 
contrary appropriate allowance can be 
made. 

It follows that the following intang- 
ibles always favour the shorter lived 
alternatives: (a) the prospects of a 
decline in prices when replacements be- 
come due; and (b) the prospects of 
technological improvements. In _ these 
times the prospects would generally 
favour (b) more than (a). 


SUMMARY 


No economic analysis is any better 
than the estimates upon which it is 


based. The outstanding advantage of 
the techniques discussed in this article 
is that the results obtained are precisely 
as accurate for all practical purposes as 
all the relevant factors which are capable 
of monetary evaluation. The years-to- 
pay-back system and other methods in 
common use are generally quite incapable 
of utilising all the factors thus leaving 
many tangible factors for post-analytical 
consideration along with the truly ir- 
reducibles. 


In these times of intense competition 
Management must consider seriously 
whether they can afford to rely upon 
the simple “coarse-screen” methods of 
analysis which, so frequently, are not 
only misleading in a comparative sense 
but can give a completely false evaluation. 
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Central Banking in Australia 


By D. R. KAFER, B.Ec., A.A.S.A. 


A precis of the new legislation dealing with Central Banking in 
Australia showing the function of the Reserve Bank at its inception 


on 14th January, 1960. 


N April, 1959, the Commonwealth 
Parliament passed a number of im- 
portant Acts dealing with banking. The 
most important were the Reserve Bank 
Act, 1959, The Commonwealth Banking 
Act. 1959, The Banking Act, 1959, and 
The Banking (Transitional Provisions) 
Act, 1959. 


These measures had been debated 
since 1957 and were held up by the fact 
that the Senate was controlled by the 
Opposition. After the 1958 elections gave 
the Government a majority in the Senate 
it was able to pass through banking 
legislation, which had previously been 
defeated in November, 1957 and March, 
1958. 


The objects of this legislation are as 
follows :— 


1. To establish a Reserve Bank of 
Australia and to separate the non-central 
banking elements from the central bank- 
ing function and by so doing (Reserve 
Bank Act): 


2. To enhance the prestige and auth- 
ority cf the Central Bank and to remove 
possible grounds of discrimination against 
the private trading banks. 


3. To establish a Commonwealth 
Banking Corporation with its own board 
and staff to administer (Commonwealth 
Banking Act, 1959) The Commonwealth 
Trading Bank, The Commonwealth Sav- 
ings Bank and The Commonwealth 
Development Bank, the latter organisa- 
lion to consist of previous specialised 
departments of the old Commonwealth 
Bank namely the Mortgage Bank and the 
Industrial Finance Department. 


4. To replace the present special ac- 


count system, employed as a measure 
of monetary and credit control policy 
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by a new system of statutory reserve 
deposits (Banking Act 1959). 


It would be wrong to regard these 
measures as a dramatic alteration in 
banking policy. Rather they are a cul- 
mination of previous legislation origin- 
ating in 1911. In fact, the functions to 
be performed under the new legislation 
will be essentially the same as those now 
performed by the Commonwealth Bank 
and broadly its powers remain un- 
changed. A summary of this legislation 
demonstrates how the various functions 
of the Reserve Bank have been given to 
it. 

By the Commonwealth Bank Act, 
1911, the Commonwealth Bank was 
established as a trading bank and a sav- 
ings bank in direct competition with 
existing trading banks and savings banks. 
During the 1914-18 War, it assumed 
some measure of leadership of the bank- 
ing system in its management of the 
arrangements for war-time finance, but 
it had not the necessary powers to enable 
it to operate as a central bank, the func- 
tions of which were at that time only 
imperfectly understood. It was not until 
1924 that a move in this direction was 
made, by giving the Bank control of the 
note issue. In the 1924 Commonwealth 
Bank Act, provision was made also for 
the banks to settle their inter-bank clear- 
ings by cheques drawn on the Common- 
wealth Bank. These measures, however, 
were by no means sufficient to empower 
the Bank to handle the situation created 
by the world-wide depression of the 
1930’s. 


Following the depression, a Royal 
Commission on Banking was set up in 
1935 to examine the whole monetary 
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and banking system. In its report, pre- 
sented in 1937, the Commission recorded 
the opinion that a strong central bank, 
publicly owned and exercising control 
over the activities of the private banks, 
was most desirable and a Bill to imple- 
ment some of its recommendations was 
introduced into the Federal Parliament 
in 1938 but it lapsed. 


Economic problems of World War II, 
however, made it apparent that some 
strengthening of the control over the 
banking system was necessary and the 
Commonwealth Bank was accordingly 
authorised under the Federal Govern- 
ment’s wartime emergency legislation to 
assume sufficient powers as a central 
bank to enable it to undertake exchange 
control and to mobilise the nation’s gold 
and overseas reserves. In 1941-42 these 
powers were augmented by the issue of 
regulations giving the Bank wider control 
over the banking system, by authorising 
it to determine advance policy and in- 
terest rates and to require the private 
banks to lodge with it, in Special Ac- 
counts, such proportions of their in- 
creases in funds as the Bank considered 
would be consistent with sound credit 
policy. 

In 1945 the banking legislation of 
1911-43 was embodied in permanent 
legislation with some amendments. Two 
Acts, the Commonwealth Bank Act and 
the Banking Act, placed the Common- 
wealth Bank under direct control of the 
Government, enjoined it to compete 
actively with the trading banks, and gave 
it in addition extensive powers to regu- 
late their activities. In 1947 the Labour 
Government legislated to nationalise the 
trading banks, but certain operative pro- 
visions were ruled beyond the constitu- 
tional powers of the Commonwealth 
Government by the High Court. 


Since gaining power in 1949 the Lib- 
eral-Country Party Government has 
made two amendments to banking legis- 
lation. In 1951 it formally repealed the 
1947 Nationalisation Act, restored the 
Commonwealth Bank Board, and made 
detailed provision for the airing in Par- 
liament of any differences over policy 
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between the Bank and the Government. 
In 1953 the severity of some central 
bank controls over the trading banks 
was modified, and the Government 
partly separated the functions of the 
Commonwealth Bank, giving the trading 
section separate legal identity as the 
Commonwealth Trading Bank under its 
own general manager, and subjecting it to 
existing banking controls. The Common- 
wealth Savings Bank had been similarly 
constituted in 1928 to take over the 
savings bank business of the Bank. 


By this legislation the Commonwealth 
Trading Bank was also made subject to 
the provisicns of the Banking Acct in the 
same way as the private trading banks. 
Prior to that date the General Banking 
Division of the Commonwealth Bank 
had not been subject to these controls. 
It had, however, observed the terms of 
Central Bank advance policy prescribed 
for the private banks and had, since July 
1952, voluntarily maintained with the 
Central Bank a deposit account compar- 
able with the Special Accounts of these 
banks. 


It is important to note the difference 
between the two main Acts— 


1. Banking Act 1959—which lays 
down the regulations governing banking 
generally and specifies the obligations of 
the trading banks including the obliga- 
tions to the Reserve Bank. 

2. Reserve Bank Act 1959 which is 
concerned specifically with the constitu- 
tion and powers of the Reserve Bank. 


The main central banking powers and 
functions of the Reserve Bank as laid 
down by the Reserve Bank Act and the 
Banking Acts may be summarised as 
follows: — 


1. Governments’ Bank: The Bank has 
an obligation to act as banker and finan- 
cial agent to the Commonwealth Govern- 
ment and is required to inform the Com- 
monwealth Government, from time 
time, of its monetary and banking policy. 
The Governor and the Secretary to the 
Department of the Treasury are als0 
obliged to establish a close liaison with 
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STUDY AIDS 


To assist students in gaining practice in roblems which are typical examination 
questions, model answers have been prepared as follows:— 


Australian Society of Accountants 

The questions with answers as prepared by the College are usually available for 
distribution about four weeks after the examination session closes. The model answers 
to Commercial Law A, Commercial Law B, and Stage 3 Auditing and Business Investigations 
have been prepared for all examinations since October, 1956. The model answers to all 
other subjects have been published for all examinations since April, 1954. 

Students are advised to buy the Model Answers to the subjects for which they still 
must sit so that answers will be at hand for convenient reference when preparing for the 
more advanced subjects. Separate model answer-booklets for each examination session 
at 5/- each, post free, except Income Tax Answers which are 4/- each, are published as 
follows:— 

1. Stage 1 Accounts and Auditing. 5. Income Tax Law and Practice. 

2. Company Law and Company Accounts. 6. Auditing and Business oe eeene. 

3. Commercial Law “A’’ and “B” 7. Advanced Accounts—Part “A”’ 

4. Monetary Theory and Practice. 8. Advanced Accounts—Part ‘“B’’. 


Remittances should accompany orders with exchange added where necessary. 


Australasian Institute of Cost Accountants 
The College has published Model Answers to the examinations conducted by the 
Institute in May, 1957; October, 1957; May, 1958; October, 1958; May, 1959 and October, 1959. 
The five papers for each examination session are bound in one set—price 10/- each 
volume, post free. 
FULL TIME DAY CLASSES 


The A. E. SPECK COMMERCIAL COLLEGE provides properly organised day classes 
for accountancy students devoting their whole time to study. 

The advantages of the full-time course is that the students complete their course much 
more quickly and with less physical and mental strain than they do when studying part- 
time and working during the day. Some Australian students complete a substantial part 
of the accountancy course by studying for 12 or 18 months full-time, and then complete 
the remaining subjects as part-time evening students. The classes are held between 9.30 
am. and 4.45 p.m. daily, Monday to Friday, inclusive. 

These day classes are approved by the Department of Immigration for full-time instruction 
of overseas students who are in Australia with student visas. Persons resident overseas who 
desire to come to Melbourne to study for their accountancy degree should write to the 
Principal of the College to ascertain if they can be accepted as students, and also to obtain 
— complete information relating to the terms and the conditions applicable to their 
enrolment. 

Applications must also be made to the local representative of the Australian Government 
for information relating to student visas. 

There are two terms each year between each examination period. The next term begins 
on 6th June, 1960 for the October 1960 examinations. 

The classes in each subject meet once a day on each school day of the week. 


CORRESPONDENCE STUDENTS 

Students who intend to study by Correspondence may enrol at any time. 

The non-refundable fee payable for correspondence instruction in the technical subjects 
for the three sections of the examinations of the Australian Society of Accountants and 
the Institute of Chartered Accountants in Australia is £75 cash paid at enrolment or £85 
by extended payments. It has always been our policy to charge a fee which, whilst enabling 
us to give excellent service to our students, will still be within the means of the average 
ambitious student. 

One of the methods by which the College maintains its efficient service at a reasonable 
fee is to dispense with salesmen and outside representatives whose job it would be to 
persuade students to enrol. Obviously if such were employed the students would have to 
pay higher fees to remunerate the salesmen. 

We depend upon the enthusiastic recommendations of our present and past students to 
bring new students to the College, and this method has proved eminently successful. 


EVENING CLASSES 
Evening classes for the new term for students preparing for the examinations of the 
Institute of Chartered Accountants, the Australian Society of Accountants, the Australasian 
Institute of Cost Accountants, the Secretarial Institute, and the Institute of Sales and 
Business Management, commenced on 6th June, 1960. 








Further information relating to our educational service 
gladly given free and without obligation. 


A. E. SPECK Commercial College 


138 FINDERS STREET, MELBOURNE, C.1 MF 4648 
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each other and keep each other fully in- 
formed on all matters which jointly con- 
cern the Reserve Bank and the Depart- 
ment of the Treasury. 


Within the limits of its powers, the 
Reserve bank is charged with the re- 
sponsibility of pursuing a monetary and 
banking policy directed to the greatest 
advantages of the people of Australia; 
to exercise its powers under the acts in 
such a manner as in the opinion of the 
Bank will best contribute to the stability 
of the currency of Australia, the main- 
tenance of full employment in Australia 
and the economic prosperity and welfare 
of the people of Australia. 


2. Control of the Note Issue: The Re- 
serve Bank Act confers on the Reserve 
Bank the exclusive right to issue Aus- 
tralian currency notes. Coinage, however, 
remains in the hands of the Common- 
wealth Government, but the Reserve 
Bank acts as agent of the Government 
in the distribution of coins. 


3. Control of Bank Credit: Bank lend- 
ing operations are of particular economic 


significance and the Banking Act gives 
the Reserve Bank wide powers of control 
over these operations. 


Perhaps the most important power is 
the provision that banks are required to 
lodge with the Reserve Bank “Statutory 
Reserve Deposits”, a certain proportion 
of the increases in their deposits. This 
“Statutory Reserve Deposit” replaces the 
previous “Special Account” system and 
adds special provisions with respect to 
savings banks arising out of the entry 
— savings banks into the savings 
eld. 


The change from the “Special Ac- 
count” system to the “statutory reserve 
ratio” was made in order to limit the 
tight of the Reserve Bank to make rapid 
and sudden changes of policy. In a sup- 
porting speech in 1957 Sir Arthur Fad- 
den stated this problem as follows: — 


“The private banks have contended that 
under the present system the central bank 
has the power to take sudden and arbitrary 
action against them to an extent that goes 
beyond proper credit control requirements 
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and that this could have the effect of 
gravely disrupting their operations. Al- 
though they emphasised that they have no 
criticism of the manner in which the central 
bank has exercised its powers in the past, 
they are most concerned about the scope 
which they see in the provisions for unfair 
attack on them. They point, also, to the 
fact that the law does not provide for 
uniform treatment of the Commonwealth 
Trading Bank and the private trading banks 
—or, in other words, that the provisions 
as they stand could be used as an instru- 
ment of unfair discrimination against them 
in favour of the Commonwealth Trading 
Bank. In addition, they argue that the 
special account provisions are unnecessarily 
complicated and hard to understand and 
that they should be replaced by more 
simple provisions of a kind that are in 
operation in a number of other countries.” 


The new legislation provides: — 


(i) The Reserve Bank on giving one 
day’s notice may vary the statutory re- 
serve deposit ratio so long as it is not 
raised above 25%. 


(ii) On giving 45 days’ notice it may 
raise the ratio above 25%. 


(iii) When the ratio is above 25% 
it may remain so for six months and 
then for three monthly periods provided 
the Reserve Bank gives at least 45 days’ 
notice before the end of each period. 


(iv) With minor exceptions the same 
ratio is to apply to all banks. 


The initial statutory reserve ratio has 
been determined at 16.5% which is ap- 
proximately the percentage of the exist- 
ing special accounts. (Since then the per- 
centage has been increased to 17.5%.) 
In this way these funds become immo- 
bilised and cannot be used for making 
advances to the public. 


Another measure of control is also 
a safeguard to the L.G.S. Convention 
(Liquid and Government Security Con- 
vention) which the banks have, at the 
request of the Government, agreed to 
maintain. This describes the minimum 
stipulated ratio of deposits in liquid form 
and government securities. It is for each 
bank to organise these funds according 
to requirements and its own best in- 
terests, subject to the proportion not 
falling below the agreed stipulated mini- 





mum in any month of the year. In re- 
cent years the L.G.S. items have varied 
between 18% and 25% of deposits ac- 
cording to seasonal variation in liquidity. 


The Banking Bill continues the vari- 
ous regulatory conditions of the existing 
legislation relating to licensing of banks, 
supply of information to the Reserve 
Bank, acquisition of the banks’ foreign 
exchange receipts, and the Reserve 
Bank’s power to issue directives on ad- 
vance policy. The Bill contains a new 
section governing the operation of sav- 
ings banks. Following the establishment 
of savings bank subsidiaries by various 
trading banks the Treasury attached cer- 
tain conditions to their licences covering 
investment policy. The new legislation 
gives the central bank power to issue 
regulations on the subject which will 
apply uniformly to the Commonwealth 
Savings Bank and the private savings 
banks. All savings banks are also obliged 
to provide the Reserve Bank with in- 
formation about their investment policy. 
The legislation specifically authorises a 
regulation to limit the amount which a 


savings bank may keep on deposit with 
a trading bank to £2m. plus 242% of 
its own deposits in order to prevent any 
trading bank from benefiting from the 
use of savings bank funds. This provision 
will not apply, however, to deposits with 
the Commonwealth Development Bank. 


4. Bankers’ Bank: The Reserve Bank 
not only holds the Statutory Reserve 
Accounts of the trading banks, from 
which withdrawals may not be made 
without its permission, but also other 
accounts on which the banks may freely 
operate and which constitute a major 
part of their cash reserves. These bal- 
ances are used mainly for the settle- 
ment of inter-bank debts arising from 
the clearance of cheques. 


5. Lender of Last Resort to Other 
Banks: The Reserve Bank is authorised 
to lend money and establish credits and 
to re-discount, buy or sell bills of ex- 
change, promisscry notes and Treasury 
Bills. 

Up to 1959 little demand for the re- 
discount of bills of exchange had been 
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made on the Bank, but the Bank had 
from time to time, provided substantial 
funds for the banks by making direct 
loans, by re-discounting their Treasury 
Bills and by purchasing Government se- 
curities from them. 


In 1959 a short-term money market 
was provided with a formal status by 
the Central Bank agreeing to act as 
lender of last resort to selected dealers 
in approved securities. 


The money market received shor- 
term, even overnight, deposits of not 
less than £25,000 lodged for a specific 
period or at call. In return it pays a 
low rate of interest and assures lenders 
that the funds will be available without 
delay as agreed and in the meantime 
that they are adequately secured. 


6. Custodian of Australia’s Interne- 
tional Reserves: The Commonwealth 
Bank had administered the Exchange 
Control since 1939, at first under the 
National Security Regulations, and the 
Reserve Bank continues this function 
under the provisions of the Banking Act. 
Within these provisions it is empowered 
to make regulations for the control of 
foreign exchange and to take action to 
mobilise the banks’ excess receipts of 
foreign exchange. 


The banks buy and sell foreign ex- 
change as the agents of the Reserve 
Bank and settle with the Bank at least 
monthly. In this way, all the nation’s 
foreign currency reserves are held by 
the Reserve Bank. The Bank is also en- 
trusted with power to fix rates of ex- 
change for Australian currency. 


7. Protection of Bank Depositors: The 
Reserve Bank is provided with certain 
powers to investigate the affairs of, and 
even take over, banks that seem likely 
to be unable to meet their obligations 
The Bank is charged with the duty of 
exercising these powers and functions for 
the protection of the depositors of the 
several banks. 

8. In addition to its central banking 
functions, the Commonwealth Bank also 
conducts the following specialist depart- 
ment. 


The Australian Accountant, June, 1960 





Rural Credits Department: This de- 
partment provides short-term loans, 
against the security of primary produce, 
to such bodies as marketing boards and 
co-operative societies to enable them to 
assist primary producers by providing 
funds in advance of the sale of their 
crops. 


Half of the profits from the depart- 
ment is distributed to the Rural Credits 
Development Fund, which assists organi- 
sations engaged in research and exten- 
sion work for the promction of primary 
production. 


The other specialised department of 
the old Commonwealth Bank namely the 
Mortgage Bank Department and Indus- 
trial Finance Department are now part 
of the new Commonwealth Development 
Bank of Australia. 


The administration of the Reserve 
Bank is by a board comprising the Gov- 
ernor of the Bank, as Chairman, the 
Deputy Governor, as Deputy Chairman, 


the Secretary of the Treasury and seven 
others of whom at least five must not 
be public servants or associated with any 
bank. The Transitional Provisions Bill 
authorises continuance of the present 
Commonwealth Bank Board as the Re- 
serve Bank Board and outlines the meth- 
od of allocation of members of the pre- 
sent Commonwealth Bank service be- 
tween the Reserve Bank Service and the 
new Commonwealth Banking Corpora- 
tion. Henceforth the staff will be entirely 
separate services. 


Undoubtedly these measures represent 
the most comprehensive legislation to 
date, and makes a thorough attempt to 
establish an Australian banking system 
on sound functional lines and to elimin- 
ate possible causes of friction. As from 
the 14 January 1960, Australia now 
has a new banking structure with many 
new and notable features. However, like 
all living organisms, this structure will 
not remain static but will evolve and 
grow with changes in the economy. 





Letters to the Editor 





PRODUCTIVITY AND DECIMAL 
CURRENCY 


The Editor, Sir— 

It is stated on page 209 of The Australian 
Accountant, March, 1960, in the “Statement 
on Decimal Currency” that “Tests have shown 
that significant savings in time and effort 
can be made in adding and calculating by 
both manual and mechanical methods” by 
using decimal currency and “if anything these 
tests had a bias in favour of the present sys- 
tem, in as much as the operators being tested 
were usually less familiar with decimal cal- 
culations than £.s.d. To offset this bias they 
were given prior practice in the use of deci- 
mals, but it seems certain that further experi- 
ence in decimals would result in better per- 
formances”. 

The results of tests carried out by the Aus- 
tralian Decimal Research Organisation in 
conjunction with Statistics Department, Uni- 
versity of Melbourne, indicates that both 
these statements are open to doubt. 

Tests have been undertaken on a statistical 
basis to compare the £.s.d. and £ two-place, 
10/- two-place and the 8/4 two-place systems 
of decimal currency in adding procedures over 
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a period of time in order to evaluate, first, 
any differences in operating times which might 
occur among currency systems and secondly 
to determine the effect of familiarity on times 
taken. 

The results indicated that only the first of 
a series of tests carried out on five consecu- 
tive days was influenced by familiarity. After 
the first test the times remained more or less 
constant. As the first test involved a period of 
considerably less than one hour it seems that, 
on this basis, it would be incorrect to say 
that familiarity was a bias in favour of the 
£.s.d. in the tests discussed. 

The second criticism is more serious and 
indicates that rather than there being an 
element of bias in favour of the £.s.d. test, 
there was in fact a significant bias in the 
other direction. 

In the tests described the £ two-place system 
of currency was used and this has a minor 
unit which is 2.4 times that of the penny in 
the £.s.d. system. This results in a_ lesser 
number of figures being used to record the 
decimal amounts to the extent that each 
amount is divided by 2.4 before being con- 
verted to decimals. This saving in figures 
has fundamentally nothing to do with the 
decimal basis of subdivision and an equivalent 
reduction in the number of figures would re- 
sult in a system of currency, such as £.s.d., 
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where the major unit is 240 times the minor 
unit if the minor unit was made 2.4 times as 
great. 

The saving figures introduced by this factor 
in a series of amounts which are chosen ran- 
domly between Id and £99/19/11 would be 
more than 5%. 

The saving in figures accruing from writing 
every amount between Id and 19/1l1d in the 
£ two-place system is more than 25%. Yet 
in the 10/- two-place system the corresponding 
saving is less than a quarter of this. 

The graph below illustrates the saving of 
figures which occur. 

In tests which the Australian Decimal Re- 
search Organisation conducted the £ two-place 
system showed efficiencies compared with the 
£.s.d. system in much the same way as in the 
tests described in the “Statement on Decimal 
Currency”. However, with the 10/- two-place 
and 8/4 two-place systems this was not the 
case and significant inefficiencies, of the order 
of 10% were observed. This resulted in an 
overall operational difference between the 
£ two-place system and the 10/- two-place 
system of about 15% which corresponds fairly 
closely with the saving in figures involved. 
Tests conducted independently by another 
organisation on stock extensions indicated 
similar inefficiencies. 

The practical implications of these con- 
siderations are obviously extremely important 
if they apply to the whole range of monetary 


SUM OF NUMBER OF F 


operations carried out in the community jp 
any nation which is interested in increasing 
productivity and cutting costs. 


For, if a 10/- or 8/4 two-place system were 
chosen for Australia instead of a £ two-place 
system, the efficiencies (or inefficiencies) which 
result could be at a very different level. For 
this reason it is wrong to apply conclusions 
obtained for the £ two-place system to other 
decimal systems. 

A critical appraisal of the tests undertaken 
by the Australian Society of Accountants and 
The Australasian Institute of Cost Accountants 
was made last year by the Australian Decimal 
Research Organisation and published in “Re- 
port on tests carried out in Australia to com- 
pare the operations of the British system of 
currency with decimal currency, and _ subse- 
quent conclusions on the choice of the most 
suitable system of decimal currency”. This 
paper is available from A.D.R.O. on loan 


The Australian Decimal Research Organisa- 
tion has concluded from the results of work 
on its own tests and those of other organisa- 
tions, that such tests could be of great im- 
portance in choosing the most advantageous 
system of decimal currency for Australia. It 
can only be after such tests have been con- 
ducted in all sections of the community where 
the operation of currency is important, using 
different decimal systems, that any definite 
pronouncements can be made concerning the 
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Damocles said: 
“This really slays me!” 


Not an unreasonable statement when a sword, suspended 
by a horse-hair, is dangling above your head. Being a 
prudent type he got out but fast. 

Prudent types just don’t sit waiting for the blow to fall. 
It’s so easy to cushion the financial effects. There are not 
many things you can’t insure against, with the A.M.P., 
these days. 

You never know how the cards will fall. 

Your A.M.P. man has all the Fire and General as well as 
Life information you may need. 


AUSTRALIAN MUTUAL PROVIDENT SOCIETY 
HEAD OFFICE: 87 PITT STREET, SYDNEY 
Chairman: CECIL H. HOSKINS e General Manager: M. C. BUTTFIELD 


Every A.M.P. member enjoys the unquestioned security afforded by funds exceeding £450,000,000 which the Society 
seeks to invest to the greatest benefit to members 


QO74E 
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@ PRICED FROM ONLY £129 ner: 


On! 








the world’s most economically-priced 
ADDING and LISTING MACHINES 


Count on the contour keyboard and 
feel for yourself the short easy 
action which  banishes “finger- 
fatigue” forever! May we arrange a 
demonstration right in your own 
office? Once you see and use one of 
these superb Swedish machines, you 
will wonder how they can sell at 
such low prices. The primary reasons 
are simplified mechanism and 
constant world-wide sales volume. 





MODEL LX-9-S 
Capacity £999,999/19/11. All 


features of LX-11-C except 
Automatic Credit Balance. 


Price Only £129 Nett 


MODEL 
LX-11-C 


* Capacity 

£99,999.999/ 19/11, 

* Direct Substraction. 

* Whole Number or Decimal 

Addition and Subtraction. * Automatic 
Credit Balance. * Dual-purpose Motor Bars 
eliminate Totalling Keys — thus save time 


and motion! 
Price Only £178 Nett 








MODEL TLX-11-C 


Capacity £99,999,999/19/11. 
All features of LX-11-C plus 
Automatic Tabulating Car- 
riage (from 9” to 18”). For 
multi-column or cross listing 
and dissection. 


From only £192 Nett 


MODEL 239 CALCULATOR 


Capacity 10 x 8 x 13. 13- 
dial Result Reg. 8-dial Proof 
Reg. 10-lever Setting Board. 
Back Transfer. Tens Trans- 
mission. Top Setting dial. 


Price £87 Nett 
Others from Only £56/15/- 





Sole Australian Agents for Original-Odhner Adding 
and Calculating Machines: 


COMMERCIAL 
MACHINES ¢:. 


LTD. 
SYDNEY : 350 KENT STREET 
MELBOURNE : 330 WILLIAM STREET 
BRISBANE : 15! ELIZABETH STREET 


29-6537 
34 4681 
B 8758, B 9716 


ADELAIDE : 
OFFICE EQUIPPERS PTY. LTD., 144 North Terr. LA 504l. 


PERTH : 
EDWARDS BUSINESS MACHINES PTY. LTD. 
Trinity Arcade. 671 Hay Street. 23 2127. 


HOBART : 
J. C. McPHEE PTY. LTD., 24 Murray Street. B 4415 


Also at Launceston 


EVERY MACHINE FULLY GUARANTEED FOR 12 MONTHS 
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most operationally favourable system of deci- 
mal currency. 

In view of the fact that differences of such 
importance may occur, and that the Victorian 
members of the Society and Institute played 
a pioneering role in the development of opera- 
tional tests it seems unfortunate that they did 
not carry their work to a stage where mean- 
ingful results could be obtained and secondly 
that they neglected, apparently altogether, the 
possible application of operational tests in 
helping to resolve which system of decimal 
currency should be recommended in their 
submission to the Decimal Currency Com- 
mittee. 

IAN G. SYKES, 
Research Officer, Australian Decimal 
Research Organisation. 


DECIMAL CURRENCY 


The Editor, Sir:— 

I have just finished reading the article in 
the March issue headed “Statement on Decimal 
Currency”. I note that the Society has re- 
commended either a pound-cent or a ten 
shilling-cent system. 

Unfortunately, I did not realise that the 
Society was considering such a recommenda- 
tion or I would have written earlier, but I 
believe that insufficient consideration has been 
given to the third possibility, namely a small 
unit equivalent to the present penny and a 
larger unit equivalent to 8/4d. 

Under our current monetary system it is 
natural to assume the pound is the unit and 
consequently our thinking naturally tends to 
retention of this unit. I believe that our unit 
always has been the penny and I submit that 
this is the unit we should retain. 


The pound is too large a unit to be split 
into one hundred parts. If we adopt the pound 
as the unit three places of decimals would 
be necessary to cover many regular daily 
payments and this would complicate our new 
system unreasonably. If the smallest coin 
were equivalent to approximately 2'4d. it 
would not permit the required flexibility in 
domestic transactions. 

When Australia used the same currency 
as Great Britain there was every reason 
why we should tie our monetary system com- 
pletely to that operating in the United King- 
dom. There is now no prospect of the Aus- 
tralian pound and the British regaining uni- 
form value, so not only is it now unnecessary 
for us to retain “pounds”, but it is desirable 
that we have a unit which will cease to have 
any mental association with the British mone- 
lary system. 

The adoption of a unit equivalent to the 
Present pound will complicate conversion of 
many of our normal and current monetary 
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transactions in that many of the values at 
present used frequently will involve recurring 
decimals. Therefore, the adoption of a unit 
based on the present pound will involve many 
compromising conversions. For instance, all 
small items of expenditure, bus and tram fares, 
newspapers could not be charged for at 
exactly the same amounts as at present. Natur- 
ally, the adjustments must penalise either the 
payer or the recipient and as the recipient 
normally fixes the charge he would ensure 
he would not lose. The cost of living, parti- 
cularly for low income earners, would increase 
somewhat and ihis would create political 
criticism to the extent that the whole idea 
of a decimal currency could easily be pigeon- 
holed. 

When one considers the tremendous number 
of daily transactions involving small values, it 
is quite possible that monetary transactions 
under 1/- exceed all the transactions exceed- 
ing 1/-. I suggest therefore, that we must 
give primary consideration to a suitable small 
unit. 

I submit that the new decimal currency 
should be based on a unit equivalent to the 
present penny. In this manner, there would be 
no difficulties in the conversion from the old 
to the new system as far as small values are 
concerned. The conversion of larger values 
will in general be simpler than the conversion 
of a unit of one pound. For instance, it is 
much easier for the average member of the 


public to convert £1/6/7 to units of one penny 
than to convert it to decimals of a pound. 
Incidentally, I note that all the tests that 
were made were worked on multiples of 3d. 
which obviously simplified the calculations 
for the £. s. d. 


If my suggestion is adopted all the present 
coins could be used pending the minting of 
new currency. It would merely be necessary 
to print new notes equivalent to 8/4d. This 
would automatically reduce the cost of con- 
version. It would also permit the continuance 
of the use of half-pennies in our day to day 
spending on small domestic items. 

I agree with the suggestion that the new 
large unit should be called an “Austral”. I 
would have suggested maintaining the name 
“penny” for the small unit, but in one im- 
portant industry (the wool industry) prices 
are based on sterling pennies and therefore 
a new name is desirable. Why not consider 
he use of the word “Brown”? 

I have not attempted to discuss the cost 
of the change-over, but I think you will agree, 
after careful consideration, that my proposal 
would involve the country in less cost and 
certainly much less inconvenience during the 
change-over period. 


L. A. SUGGARS, A.A.S.A., 


The Queensland Chamber of 
Manufactures, Brisbane. 





Letter to the Editor 





A Comment on the Whitney-Israel Model 
of the Financial Dynamics of a Business 


USTRALIA may well have a word for 

the U.S.A. in commenting on the circular 
method of presenting the figures of a busi- 
ness. Taking the example given by Mr. I. 
McDowell in the February 1960 issue of 
“The Australian Accountant”, we must ask 
ourselves: Does this help us to understand 
the business? or if the accountant can under- 
stand it, does it help in getting a message over 
to management? 


To answer these questions, let us present 
the information in two ways by way of 
comparison. 


The first method of presenting the in- 
formation would be as illustrated in the 
Whitney-Israel Model of the Finance Dynam- 
ics of a Business (See below). 


The second method (using the same figures 
but omitting certain statistical figures) is set 
out as hereunder: 


Movement 
during 
Year 
Ending 
30th June 
1959 Assets 1958 1959 
(11500) Accounts Receivable 74500 63000 
22900 Fixed Assets 61500 84400 
118300 Inventory 169900 288200 


435900 


129700 305900 


Liabilities 
68200 Cash and Net Bills 34700 102900 
15200 Sundry Crs. 80300 95500 
46300 Shareholders’ Funds 190900 237200 


435600 


305900 


129700 


Statistics Ratios 
Sales os aoe 


Collections a _ 
Payments — — 


1067000 
1078500 
1146700 


A Profit and Loss Account would also be 
shown in columnar form. 


If we now look at the figures as presented in 
the second method, we see at a glance that 
assets have increased £130,000 (to the nearest 
£1000), and liabilities have increased a 
similar amount. We see very readily that, 
although accounts receivable have been re- 
duced £11,000, fixed assets have increased 
£23,000 and inventory is up £118,000. This 
is a major change in the financial structure. 
To accomplish it, we find that cash and net 
bills have increased £68,000, sundry credit- 
ors are up £15,000 and shareholders’ funds 
are up £46,300. 


292 


On the face of it this may be satisfactory, 
but when we look a little deeper we find 
that the adjusted profits, of £37,900, less 
tax of £400 short provided in the previous 
year, less dividend of £20,200, leave a con- 
tribution to working funds of £17,300. To 
this was added an issue of shares of £29,000, 
Thus working funds were increased by: un- 
distributed profits (£17,300) and share issue 
(£29,000) totalling £46,300. 


In my opinion, the circular (Whitney- 
Israel) method, whilst presenting the same 
figures as the second method, is not as easy 
to understand as the second method. Prob- 
ably it would be less clearly understood by 
non-trained personnel, although there is no 
denying that it does show the sequence of 
transactions well. However, who wants to 
know the mechanical sequence? To my mind 
the business manager wants to know what 
has happened and what are the consequences, 
what caused the error or good feature if 
any, and, most important, what is to be 
done now. Business is a matter of taking 
action, and to facilitate this, presentation of 
figures, promptness, and reporting, are gain- 
ing in importance. 


Just as extra rings can be added in the 
first method to show more sets of figures, 
so extra columns can be added very easily 
to the left and right in the second method. 
The latter can be made easier if figures are 
reduced to the nearer £1000 without losing 
in control value. Further it does not suffer 
from having figures progressively getting 
further apart. 


R. W. SEDDON, A.A.S.A., A.C.A.A 
Blackburn, Victoria 
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Whitney-Israel Model of the Financial 
Dynamics of a Business. 
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Recent Legal Decisions 


Intention to Create Legal Relations 


One of the questions which arose 
in Parker v. Clark (1960) 1 All 
E.R. 92 was whether an arrange- 
ment by which the plaintiffs agreed 
to give up their own home and to 
share the home of the defendants 
constituted a contract, or whether 
it was not subject to legal proceed- 
ings on the ground that there was 
no intention to create a legal rela- 
tionship between the parties. 


The defendants were an elderly couple 
aged 77 and 78 years respectively, who 
lived alone in a commodious home of 
their own. The plaintiffs, also a married 
couple, were some twenty years younger, 
and lived in a cottage of their own. The 
female plaintiff was a niece of the female 
defendant. 


The male defendant proposed to the 
male plaintiff that the plaintiffs should 
come and live with the defendants, but 
the male plaintiff raised the problem that 
if the proposal were accepted the plain- 
tiffs would have to dispose of their own 
cottage. This was answered by a letter 
from the male defendant stating that it 
could be overcome by the defendants’ 
house and its major contents being left 
by will to the female plaintiff and two 
other persons, and suggesting that if, on 
the death of the defendants, it should be 
found impossible for the house to be 
maintained, it could be sold. The letter 
added that if the plaintiffs came to 
live with the defendants the costs of run- 
ning the house should be shared, and the 
male defendant would purchase a tele- 
vision set and a new car for the joint use 
of the parties. 


This proposal was accepted by letter 
by the male plaintiff and the plaintiffs 
‘old their house. With the proceeds they 
paid off a mortgage on it, and lent 
£2,000 to their daughter to assist her to 
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buy a flat for herself. The fact that the 
house had been sold, coupled with the 
fact that this loan to the daughter could 
not be called in without dispossessing her 
clearly indicated that in going to live 
with the defendants the plaintiffs had 
burnt their boats. 


The plaintiffs moved in with the de- 
fendants, and in due course the latter 
bought the television set and the new 
car, and, later still, the male defendant 
(without benefit of professional assist- 
ance) made a will professing to give effect 
to the proposals outlined above. 


Thereafter the two families lived to- 
gether more or less harmoniously for a 
time, but after about 18 months it be- 
came clear that the male defendant re- 
gretted the arrangement, and eventually 
told the plaintiffs they would have to 
leave. After some unpleasantness they 
did so, and subsequently brought this 
action against the defendants for breach 
of contract. The principal defences were 
two — 


(a) that the letters constituting the al- 
leged contract, when construed in the 
light of surrounding circumstances, 
showed no intention to enter into a 
legal relationship or to make a binding 
contract, and 


(b) that since the alleged contract re- 
lated to the disposition of an interest 
in land (i.e., the promise to dispose of 
the house in a particular way) a note 
or memorandum in writing was neces- 
sary to render it enforceable, and that 
there was no such note or memoran- 
dum. The letter from the male defend- 
ant, although it contained all the 
necessary terms, was not sufficient, be- 
cause, it was argued, no agreement 
had come into existence at the time 
this letter was written. 


Both defences failed. As to the first, 
it was true that the parties were related 
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to each other, and that the agreement 
was never expressed in a formal manner, 
but in all the circumstances the court 
had no difficulty in holding that an 
arrangement binding in law was intended 
by both parties. Admittedly in some 
circumstances a proposal between rela- 
tives to share a house and a promise to 
make a bequest of it might well be no 
more than a family arrangement of the 
kind dealt with in Balfour v. Balfour 
(1919) 2 K.B. 571, which a court would 
not enforce, but the present agreement 
did not fall into that category. 


As to the second, the court held that a 
written offer is capable of being a good 
memorandum, sufficient to satisfy the 
Statute of Frauds, although the agree- 
ment itself cannot come into existence 
until after the offer has been accepted. 
A document containing no more than a 
statement of all the terms of a proposed 
agreement would not be enough, but if, 
in addition to this, the memorandum by 
its language shows an intention to con- 
tract (as was held to be the case here) 
that is sufficient. 


Consequently judgment was given for 
the plaintiffs. 


Fitness of Goods for Particular Purpose 


Godley v. Perry (1960) 1 W.L.R. 
9 is a case dealing with the implied 
conditions in the (Sale of) Goods 
Act relating to quality and fitness 
of goods for a particular purpose. 


There, a boy of six had purchased a 
toy plastic catapult from a retailer who 
conducted a toy shop. When he used it, 
it broke, and he was seriously injured. 
The catapult was made from a cheap 
brittle material and was _ indifferently 
moulded, containing internal voids. 


The boy then sued the seller, claiming 
reliance on the seller’s skill and judgment 
sufficient to bring Section 14(1) of the 
Sale of Goods Act (Section 19(a) Goods 
Act, Vic.) into operation — that is, mak- 
ing the contract subject to the implied 
condition that the toy purchased should 
be reasonably fit for its particular pur- 
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pose. He also argued that the contract 
was subject to Section 14(2) of the same 
Act (Victorian Act Section 19(b)) by 
which goods soid by description by a 
dealer are required to be of merchant- 
able quality. 


The retailer brought in the wholesaler 
from whom he had bought the goods, 
and the wholesaler brought in the im- 
porter from whom he obtained them. 
The claims by the retailer against the 
wholesaler and by the wholesaler against 
the importer were based on_ alleged 
breaches of the implied condition as to 
reasonable fitness, and also on alleged 
breaches of Section 15 (2)(c) of the 
(Sale of) Goods Act (Victorian Act Sec- 
tion 20 (2)(c)) whereby, on a sale by 
sample, the goods must be free from 
defects rendering them unmerchantable. 


All actions succeeded. The plaintiff's 
claim won because the sale to him, al- 
though over the counter, was a sale by 
description, so that the toy was required 
to be of merchantable quality, which it 
was not. Further, an inference of reliance 
by the buyer on the judgment of the 
seller readily arose here because of the 
youth of the buyer, and this brought in 
the requirement that the goods be reason- 
ably fit for their intended purpose. The 
claims by the retailer against the whole- 
saler and the wholesaler against the im- 
porter also succeeded because the sales 
which took place there were sales by 
sample, on which the goods must be free 
from defects rendering them unmerchant- 
able; there was clearly a breach of this 
stipulation. 


Since all these proceedings arose out 
of the firing of a toy catapult, they serve 
as a useful reminder of the help which a 
buyer can obtain under the implied terms 
of the (Sale of) Goods Act, no matter 
how trivial his purchase may appear. 


B List Contributories 


The decision of Wynn-Parry, J., in Re 
Apex Film Distributors Ltd. (1959) 2 
All E.R. 479, reported in this column m 
September 1959, has been reversed by 
the Court of Appeal ((1960) 2 W.LR. 
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350). In the court below it had been 
held that an effectual call had been made 
on the B list contributories before the 
debts for which it was sought to make 
them liable had been released, but the 
Court of Appeal held otherwise. Due to 
technical irregularities, the call made on 
the B list contributories before the re- 
lease of the debts in question was invalid; 
this, and the fact that no effectual call 
was made on them after that date, com- 
bined to mean that the B list contri- 
butories were under no liability. 


Passing of Property Despite [legality 
In Singh v. Ali (1960) 2 W.L.R. 


180 a defendant made an unsuccess- 
ful attempt to set up the illegality of 
a contract as a defence to a claim 
against him in trespass or detinue. 


Transport regulations in Malaya pro- 
vided that trucks should not be used for 
the carriage of goods without a permit 
first being issued. The policy as regards 
the issue of permits was to grant them to 
persons who had had them before World 
War II, but not to others, and the exist- 
ence of these regulations and this policy 
persuaded the plaintiff and the defendant 
in the case in question to engage in the 
following transaction. 


The defendant bought several trucks 
from the disposals authorities. He sold 
one of them to the plaintiff, by whom, 
and on whose account, it was thereafter 
owned and operated for the carriage of 
goods. But to get over the difficulty that 
the plaintiff could not himself have ob- 
tained a permit to engage in this activity, 
the defendant, who had had such a per- 
mit before the war, registered the truck 
in his own name, describing it as his own 
truck. He thereupon got the necessary 
haulage permit for it. 

After some time the defendant re- 
moved the truck from the plaintiff’s pos- 
session, and refused to return it. The 
defence was that the whole arrangement 
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between the parties, being aimed to 
delude the authorities, was illegal; con- 
sequently the contract of sale under 
which the plaintiff sought to establish his 
title to the truck (and his right to re- 
cover it from the defendant) was also 
illegal; being illegal it was ineffective to 
pass the property in the truck to the 
plaintiff, who could not, therefore, re- 
cover it. 


The Privy Council, affirming the 
Court of Appeal of Malaya, gave judg- 
ment for the plaintiff. Despite the fact 
that the contract of sale was unlawful, 
when in pursuance of it the truck was 
sold and delivered to the plaintiff, the 
property in it then passed to him. As a 
result he gained the right to the im- 
mediate possession of the truck, and 
this entitled him to sue the defendant in 
trespass or detinue. It was not necessary, 
in other words, for the plaintiff to rely 
on the unlawful contract, so its illegality 
did not bar success on his part. The 
transaction as a whole was illegal, but 
it had been fully executed and carried 
out, and was thus effective to pass the 
property to the plaintiff. 


Lord Denning, delivering the opinion 
of the Board, put the matter thus: “When 
two persons agree together in a con- 
spiracy to effect a fraudulent or illegal 


purpose —and one of them transfers 
property to the other in pursuance of 
the conspiracy — then, so soon as the 
contract is executed and the fraudulent 
or illegal purpose is achieved, the 
property . . . which has been transferred 
by the one to the other remains vested 
in the transferee, notwithstanding its 
illegal origin. The reason is be- 
cause the transferror, having fully 
achieved his unworthy end, cannot be 
allowed to turn round and repudiate the 
means by which he did it — he cannot 
over-throw the transfer. And the trans- 
feree, having obtained the property, can 
assert his title to it against all the world, 
not because he has any merits of his own, 
but because there is no one who can 
assert a better title to it.” (At pp. 185-6) 
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Current Problems Discussed in 
Overseas Journals 


Notes prepared by members of the teaching staff in 
the Department of Accounting, University of Melbourne. 


Accounting Organisation 

P. Berghian “Decentralizing Plant Ac- 
counting”, Cost and Management, De- 
cember, describes how the decentralisa- 
tion of the accounting function in a 
multi-department plant resulted in many 
advantages in the areas of production ac- 
counting, incentive computations and in- 
ventory reporting, and provided better 
staff service. 


Accounting Principles 

Carman G. Blough, discussing “Chal- 
lenges to the Accounting Profession in 
the United States”, The Journal of Ac- 
countancy, December, considers, in 
general terms, the nature and history of 
accounting principles, after which he 
lists eighteen specific areas in which 
there is need either for development of 
principles which will be generally ac- 
cepted or for classification of the applica- 
tion of accepted principles to specific 
problems cr types of enterprise. 


Accounting Procedures 


Interesting features of the accounting 
methods used in gold mining are outlined 
in an article entitled “Gold Mine Ac- 
counting” by J. Langhout, in the Decem- 
ber issue of The South African Account- 
ant. All expenditure prior to the mine 
reaching the productive stage, is capital- 
ised: “no amortisation or depreciation in 
respect of this item is provided in the 
annual accounts. Recognition and re- 
cording of the sale of gold are compli- 
cated by the fact that the weight of gold 
and its estimated value at the mine usually 
differ slightly from its refined weight and 
price realised at its later disposal by the 
Reserve Bank. 


Accounting Reports 


An article entitled “Canadian and 
American Financial Reports Compared” 
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by E. J. DeMaris and V. K. Zimmer- 
man appears in The Canadian Chartered 
Accountant, December. The comparison 
is based on a detailed examination of 50 
reports of Canadian and American con- 
panies. Canadian balance sheets are 
apparently not so concerned about cap- 
tions as those in America and include 
many unclassified items; all but one of 
the American companies reported the 
sales figures, whereas only half of the 
Canadian companies do so, though the 
number is reported to be rapidly in- 
creasing following the publication by the 
Canadian Institute of Chartered Account- 
ants of a bulletin urging that this in- 
formation be shown. 


Break-even Analysis 


There are only a few points of mutual 
agreement and many differences between 
accounting and economic use of break- 
even analysis, according to R. M. Soldof- 
sky, “Accountant’s v. Eccnomist’s Con- 
cepts of Break-even Analysis”, N.A.A. 
Bulletin, December. He feels that the 
surface similarity may be misleading if 
these differences are overlooked. 


Budgeting 

The Journal of Accountancy, Decem- 
ber, contains an article by Robert W. 
Lewis on “An Industry View of Budget- 
ing”, in which the author, after defining 
a budget as an integrated plan of opera- 
tion for a specified period of time, dis- 
cusses its purposes and describes i 
some detail the budgeting procedures in 
operation in his company. He emphasises 
the need to eliminate unnecessary matt 
rial as the budget-making process reaches 
top management and, after considering 
arguments for conservative and optimistic 
approaches to budgeting, concludes that 
the budget should reflect honest estimates 
of what is most likely to occur. 
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The December issue of The Controller 
contains an article “Balance Sheet Fore- 
casting” by Curtis J. Blecke, in which he 
illustrates the procedure for converting 
information on current factory opera- 
tions into both a balance sheet forecast 
and a cash requirements forecast. These, 
in turn, can be used to forecast return 
on investment, cash payback period and 
so on, and thus provide the opportunity 
to appraise proposed capital expenditure. 


Constructive Accounting 


In The Journal of Accountancy, De- 
cember, Albert J. Bows, in arguing that 
“Creative Accounting Pays Its Way”, 
indicates as four areas of application cf 
“creative accounting” those of return on 
investment, inventory control, analysis of 
special problems, and inflation. Thus ac- 
countants can make constructive contri- 
butions to businesses by analysis of cost 
and use of funds, by using new tech- 
niques of inventory management, by 
evaluating the profitability of the various 
segments of any business enterprise and 
by pointing out the differences between 
real profits and those resulting from in- 
flation. 


Costing 

R. G. H. Nelson, writing in The Ac- 
countant, 26 December, on “How to 
Control Costs” discusses some basic 
records relating to productive labour. 


The role of the controller in a cost- 
reduction programme is considered by W. 
Joseph Littlefield in “The Controller’s 
Contribution to Cost Reduction”, in The 
Controller, December. The supply of in- 
formation from the financial records, the 
furnishing of leads to places where cost 
teduction may be possible and the analy- 
sis of proposed cost-reduction measures 
are discussed. Emphasis is given to the 
problems of communication and to the 
need for the industrial engineer and the 
finance officer to co-operate on the prob- 
lem of cost reduction. 


Depreciation 


How to determine the proper amount 
of accumulated depreciation for property 
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group units, overcoming deficiencies of 
inadequate techniques by use of easily 
estimated statistical measures and pro- 
viding a continuing control based on im- 
proved accuracy, is shown, illustrated 
graphically and proved mathematically 
by W. C. Fitch, “Depreciation on Mass 
Properties — An Application cf Statisti- 
cal Concepts”, N.A.A. Bulletin, Decem- 
ber. 


Distribution Costs 

S. D. Flinn, “Distribution Cost 
Measurement and Control”, Cost and 
Management, December, describes the 
setting up of a budget for a company 
with extensive warehousing operations. 
He describes the system of control, in- 
cluding a novel method of controlling 
salesmen’s time and travelling expenses. 


Education 


An editorial in The Canadian Chart- 
ered Accountant, December, discusses 
the exploratory work being done by a 
Committee on Continuing Education set 
up by the Canadian Institute of Chart- 
ered Accountants. The committee has 
endeavoured to ascertain by means of 
questicnnaires and _ statistical sampling 
techniques the opinions of members 
across Canada as to the need for pro- 
grammes of continuing education. The 
response was reported to be excellent 
and the members who replied were over- 
whelmingly in favour of some form of 
programme of post-graduate studies. A 
paper given to the annual conference of 
the Canadian Institute by Laurence G. 
MacPherson on “More Professional 
Education” is also reproduced. 


Internal Control 


“Internal Control for Cycle Billing 
Systems” is discussed by K. P. Mages 
and J. G. Carroll in The New York 
Certified Public Accountant, November. 
The authors point cut that accounts re- 
ceivable from customers usually comprise 
the largest single asset for a department 
store. There are obvious advantages in 
spreading the work-load by means of 
cycle billing compared with end-of-the- 
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month billing. However, this poses prob- 
lems of internal control and the authors 
go on to discuss ways in which these 
problems may be overcome. 


Leases 


K. R. Rickey, “Including All Leases 
on the Balance Sheet — A First”, N.A.A. 
Bulletin, December, considers that a com- 
pany should disclose all its lease interests 
and lease obligations on its balance sheet. 


Management Accounting 


“Every Accountant a Management Ac- 
countant” is the title of an article by 
Christopher Bostock in The Accountant, 
5 December, in which the author argues 
that management accounting should not 
be regarded as a separate art entirely 
distinct from the rest of accounting 
thought and practice. Any such separate 
development will be to the detriment of 
both the accounting professicn as a whole 
and those who practise management ac- 
counting in particular. He suggests that 
the solution to the problem lies in accept- 
ance of the idea that every accountant 
should be a management accountant, 
and that it is necessary, in order to pro- 
mote this idea, to reinstate the general 
ledger as the central record providing 
regularly the day-to-day information re- 
quired for management purposes. 


Planning 

In an economy expanding as rapidly 
as that of Australia there exists a strong 
possibility for rapid growth by many 
businesses. For that reason, “Expansion 
—Some Organisational and Financial 
Factors”, Accountancy, December, is of 
particular interest to any member of the 
accountancy profession who is concerned 
with top managerial policy. The author, 
Brian A. Maynard, outlines the problems 
involved in the organising and financing 
of expansion. 


Profit Determination 

After examining the main require- 
ments for profit evaluation in multi-unit 
companies, G. Shillinglaw, “Divisional- 
ization, Decentralization—And Return on 
Investment”, N.A.A. Bulletin, December, 
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considers the place of return on invest- 
ment measurement and puts forward a 
proposal for a “two-stage evaluation” of 
performance, using the flexible budget 
principle of variable standards for differ- 
ing volumes. 


Terminology 


An article by W. S. Gilkison in The 
Accountant's Journal (N.Z.), December, 
entitled “What is Income” discusses the 
definition of income of an enterprise. 
In particular the divergence between 
definitions of income for taxation pur- 
poses and for business control purposes 
is illustrated with pointed examples, and 
the need for a forthright and determined 
attitude to the matter by accountants is 
stressed. 


Management Decisions 


One of the most unusual and fascinat- 
ing uses to which a computer may be put 
is described by James Allen in “A Game 
in Earnest”, The Accountants’ Magazine, 
January. The author describes the opera- 
tion of the IBM Management Decision- 
Making Laboratory, Model 1. Three 
teams operate on the machine in such a 
way that they are faced with the need to 
make decisions similar to those which 
management is forced to make regularly 
in actual business life. Each team repre- 
sents a company selling a similar com- 
modity; the machine takes the decisions 
made by all three, calculates the overall 
impact on each firm and presents reports 
similar to those received by the manage- 
ment of real concerns. At the conclusion 
of a simulated three years (in fact, two 
days) operations, all information is given 
to the participants who analyse the results 
The author claims that the training given 
represents experience which would take 
several years to gain in actual practice 


Companies 


A brief survey of some features of com- 
pany law in the U.S.A., France, Germany, 
Italy and other countries of Europe ! 
made by Kenneth S. Most in The Ac- 
countant, 2 January, in an article entitled 
“Company Law and Practice Abroad’ 
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STUDENTS’ SECTION 


Manufacturing Expense Variations 


Comments by WILLIAM POUR, A.A.S.A., A.C.A.A. (PROV.), on two 
articles on the above subject, i.e. “Accounting for Standard Costs— 
Idle Capacity Factors” by W. L. Burke and “Manufacturing Expense 
Variations” by G. N. Bowles, which appeared in the July and September 
1959 issues respectively of “The Australian Accountant”. 


ANY students, who have not had an 

opportunity to acquaint themselves 
with accounting procedures adopted by 
manufacturing enterprises, seem to en- 
counter difficulties in dealing with ques- 
tions requiring the calculation of manu- 
facturing expense variations under 
standard cost procedure. 


In the article by Mr. Burke quoted 
above, two volume variations are men- 
tioned (1) “Idle capacity cost”, if a 
flexible budgeting system is used and (2) 
“idle capacity variance” where a fixed 
budgeting method is in operation. 


I believe many students, with some 
experience in costing and a common- 
sense approach to the solution of 
accounting problems, realized how con- 
fusing it would be to the management of 
an enterprise with a normal capacity of 
20,000 machine hours, and an output of 
16,000 machine hours, to be advised 
that, when the production level is 4,000 
machine hours below normal capacity, 
the volume variation was either (1) 
£2,000 (Dr) “Idle Capacity Cost”, or 
(2) £6,000 (Dr) “Idle Capacity Vari- 
ance”, 


Let us look more closely at the amount 
of “Idle Capacity Variance” of £6,000. 
By analysing this amount, it will be seen 
that it actually consists of two amounts 
(1) £2,000 idle capacity cost actually 
incurred, and (2) £4,000 variable manu- 
facturing expense not incurred due to a 
lower level of actual production. 


Management is concerned only with 
costs incurred, and under standard cost- 
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ing their concern is further narrowed to 
deviations of actual costs incurred from 
pre-determined standards (based on the 
concept of management by exception). 


Many thinking students surely have 
asked themselves, of what value, when 
presented to management, could possibly 
be a hybrid amount of £6,000, consist- 
ing partly of expense actually incurred 
(£2,000), and partly of expense not in- 
curred (£4,000). 


The amount of volume variation, be it 
called an idle capacity cost or variance, 
is the fixed manufacturing expense in- 
curred in providing production facilities, 
but not recovered (absorbed) due to 
utilization of those facilities at a level 
less than normal capacity, i.e. the amount 
of fixed manufacturing expenses incurred 
in providing that portion of productive 
capacity which is not utilized, irrespective 
of whether a fixed or flexible budgeting 
method is in use. 


The aim of this article is— 


(1) to give a simplified outline of what 
causes the variances to arise, and 
their proper treatment in_ the 
accounts; these points should be 
thoroughly grasped by students to 
enable them to solve problems on 
manufacturing expense variations in 
an intelligent manner, and 


to suggest a solution of the examina- 
tion question quoted in Messrs. 
Burke’s and Bowles’ articles, assum- 
ing both the fixed and flexible 
method of budgeting. 
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Standard Costs and Variations from 

Standard 

Standard costs represent what costs 
should be, and actual costs tell us what 
costs have been. Variances constitute 
a connecting link between standard 
costs and actual costs. Since manage- 
ment’s aim is operation of the factory at 
standard cost, deviations from standard 
cost signal the need for managerial atten- 
tion to conditions which are the source 
of variations. As a basis for deciding 
what remedial action should be taken, 
management must know what has caused 
the variances to arise. 


Types of Manufacturing Expense Varia- 
tions. 
There are three types of variations: 


(1) The Budget (or Spending) Variance 
is the result of spending more or 
less than the budgeted allowance for 
indirect material, indirect labour, 
and indirect expense. Causes of 
budget variance may be due to 


(a) changes in costs of indirect 
material, labour, and expense 
during the budget period, 


using a more expensive type 
of indirect material, 


(c) using  higher-paid indirect 
labour for lower-classed jobs. 


Efficiency Variance. This is due to 
the inefficient use of facilities in the 
production cf volume; i.e. caused 
by production performance being 
above or below budgeted efficiency. 
It arises whenever the actual direct 
production hours differ from the 
standard allowed hours, resulting in 
using more or less than the standard 
amount of manufacturing expense. 
For example: 15,000 _ standard 
machine hcurs are allowed for the 
manufacture of 5,000 products. If 
it takes 16,000 machine hours to 
manufacture those 5,000 products, it 
will be appreciated by students that 
the cost of the 1,000 machine hours 
in excess of standard allowance (i.e. 
cost of electric power, lubricants, 


operating supplies, perishable tools, 
etc.) constitutes an efficiency vari- 
ance (Dr). 


Volume (or Capacity, or Utiliz- 
tion) Variance. This arises from 
utilization of production factors, 
whose costs do not vary with pro- 
duction volume, at a level other than 
normal capacity; i.e. results from 
operating more or less than the 
number of production hours estab- 
lished as normal capacity for a 
budget period. Causes of capacity 
variance may 


(a) arise outside the enterprise: 
inability to obtain materials 
when required due to shortages, 
or failure of suppliers to meet 
delivery dates; above- or below- 
average consumer demand; 


reflect internal planning and 
supervision in use of productive 
facilities, for example avoidable 
machine break-downs (inade- 
quate maintenance ), poor plan- 
ning, scheduling, and routing 
of work resulting in production 
interruptions, lack of tools, 
waiting for set-ups, etc. 


Normal Capacity 

Normal capacity to manufacture is the 
maximum physical capacity of the plant, 
less reasonable allowance for unavoid- 
able operating interruptions for mainten- 
ance, repairs, set-ups, inefficiency, and 
other regular or normal delays. 


Careful selection of the normal capa- 
city is essential, as it is at this level of 
operation that fixed manufacturing eX 
pense is entirely absorbed, and also it is 
from this level that over- or under- 
absorbed volume variance is measured. 


Manufacturing Expense 

This may also be termed factory st 
vice cost. It is the total of indirect 
costs incurred in manufacturing the pro- 
ducts of an enterprise. The term includes 
indirect material cost, indirect labour cost, 
and indirect expense. According to their 
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behaviour in relation to volume, manu- 
facturing expenses may be classified into 


(1) Variable—those costs that tend to 
fluctuate with variations in the 
volume of output, e.g.: power, cost 
of repairs and maintenance, tooling, 
operating supplies, etc.; 


Fixed—those which exist irrespec- 
tive of the production volume within 
a given range, the upper limit of 
which is normal plant capacity, e.g.: 
depreciation, plant insurance, rates, 
etc. 


Assigning Fixed Manufacturing Expense 
to Production. 


Fixed manufacturing expense is the 
cost of providing the facilities to manu- 
facture. The capacity of facilities pro- 
vided by fixed manufacturing expense 
must be measured in order to determine 
the volume base for absorption rates 
wih which fixed manufacturing ex- 
pense is applied to production. 


The unit used in measuring productive 
capacity of a preduction department may 
be: units of products, direct labour hours, 
direct machine hours, etc. For example: 
ina machine shop with 20 machines 
operating on a 40-hour week, the maxi- 
mum capacity is 800 machine hours. 
Assuming a 20% allowance for various 
unavoidable operating _ interruptions, 
which make the attainment of the maxi- 
mum capacity impossible, the ncrmal 
capacity is 640 machine hours. 


When established, the normal capa- 
city, ie. the pre-determined number of 
standard productive units (i.e. direct 
labour hours, machine hours) is divided 
into the budgeted fixed manufacturing 
expense, to provide a standard absorp- 
tion rate to charge production and so 
recover fixed manufacturing expense. 


It should be realized that at the normal 
capacity level of production, 100% of 
the fixed manufacturing expense is ab- 
sorbed into product costs, and also that 
tis the level from which under- or over- 
absorbed volume (capacity) variance is 
determined. 
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Fixed manufacturing expense recovery 
rates based on the normal capacity of a 
plant are lower than the actual rates 
during periods when the plant is operat- 
ing below normal capacity level. Con- 
sequently, when a plant is operating at 
a point below normal capacity, and is 
absorbing fixed manufacturing expense at 
rates based on normal capacity, there will 
be an amount of fixed expense un- 
absorbed at the end of the period. This 
unabsorbed fixed manufacturing expense 
is an idle capacity variance, or loss. 


The following question was set in the 
Society’s “Advanced Accounting B” 
examination (second paper, question No. 
3) in October 1956. 


The following information is available with 

reference to a standard cost plan for a certain 
period:— 
Budgeted expense at normal capacity— 
Variable manufacturing expense £20,000 
Non-variable manufacturing ex- 
pense 


Budgeted number of machine hours 
at normal capacity 


£10,000 


20,000 


For the same period:— 

Actual manufacturing expense was— 
Variable 

Non-variable 

Number of actual machine hours 


Standard number of machine hours 
for the actual output 


State the variations. 


£17,500 
£10,500 
16,000 


15,000 


Note: The suggested answer includes, for 
the benefit of students, all ledger 
accounts (not only variance accounts 
asked for in the question) to show 
the flow of ledger entries. 


(1) Asuming Fixed Budget 


Budgeted Fixed Manufacturing Expense 





Budget £ Manufacturing 
20,000 hrs expense in pro- 
@ 10/- .. 10,000 cess 
15,000 hrs. @ 
| BE@ 20. ok? ae 
Idle capacity vari- 
ance 
4,000 hrs. @ 
a ae 
Efficiency vari- 
ance 
1,000 hrs. @ 
Bl «ceo <e ee 


10,000 








Budgeted Variable Manufacturing Expense 





Budget Expense not in- £ 
20,000 hrs. curred w/b 
@ 20/- .. 20,000 4,000 hrs. @ 
Manufacturing 
expense in pro- 
cess 
15,000 hrs @ 
20/- -. «- 15,000 
Efficiency vari- 


ance 
1,000 hrs @ 20/- 1,000 


20,000 20,000 





Actual Fixed Manufacturing Expense 





£ £ 
10,500| Budget .. . - 10,000 
Budget variance . 500 


10,500 


Incurred . .. 


10,500 


Actual Variable Manufacturing Expense 





£ £ 
Budget ....... 290,000 


Budgeted ex- 
Budget variance + "500 


pense not 

incurred 

Te «os <s 4,000 
Incurred . .. 17, 500 


21,500 


Manufacturing Expense in Process 





Manufactur- g 
ing expense 
Fixed ... 7,500 
Variable .. 15,000 


idie Capacity Variance 





facturing 


Fixed manu- £ | 
expense .. 2,000 


Efficiency Variance—Expense 





Manufacturing £ 
expense 
Fixed . 500 
Vari- 
able 1,000 
1,500 


Budget Variance—Expense 





Manufacturing £ 


able . 1,500 
2,000 


(1) The Budgeted Variable Manufactur- 
ing Expense 

This amount of £20,000 at the antici- 
pated production level of 20,000 machine 
hours is debited to: Budgeted Variable 
Manufacturing Expense, credited to: 
Actual Variable Manufacturing Expense. 
As the actual production level failed to 
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attain the budgeted level by 409 
machine hours, a reversing entry must be 
made debiting: Actual Variable Many. 
facturing Expense, crediting: Budgeted 
Variable Manufacturing Expense with 
£4,000, being 4,000 machine hours no 
worked @ 20/- of variable expense per 
machine hour. The effect of this entry 
is to reduce the variable expense to the 
amount allowable at the attained volume 
(£16,000). 


It should be noted by students that, 
when the rate of activity falls, the vari- 
able expense will also fall, hence there 
will be no variable expense left unab- 
sorbed by a reduced rate of production. 
Thus the idle capacity variance, or cost, 
does not include variable expense, but is 
limited to that portion of fixed expense 
not absorbed, because of the actual pro- 
duction being below the normal capacity 
level. 


(2) Capacity Variance (or Cost) 


This is computed only at the fixed 
expense rate, because it is only the fixed 
expense that remains constant irrespective 
of changes in the rate of activity within a 
given range. 


Absorption rate for fixed expense 
£10,000 (budgeted fixed expense) 
20,000 machine hours (normal capacity) 
(10/- per machine hour) 
machine hours 





Normal capacity 20,000 
Actual production level 16,000 


Idle capacity (at 10/- per hour) 4,000 
Idle capacity variance (or cost) £2,000 


(3) Efficiency Variance 
hours 


Actual production @ _ actual 
machine hours 
Actual production @ standard 


machine hours . 


16,000 


15,000 


Excess of actual over standard 


machine hours 1,000 


@ 2/- 


Efficiency variance £1,000 
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For further details of Steelbilt 
Fine Furniture and Office Equip- 
ment, contact the Steelbilt 
Division of Wormald Brothers 
in your capital city. 


WB 














A WORMALD BROTHERS INDUSTRY 


not nearly 
so much as the 


STEE 
‘Son 


» 
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SECURITY CUPBOAROS 


PERSONAL EXECUTIVE 
CUPBOARDS 


EXECUTIVE CUPBOARDS 
SS-179-HP 
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The attractive modern premises 
occupied today by so many 


branches of A.N.Z. Bank typify 

the progressive spirit of the 

Bank itself. You can easily 
oo-and the identify them by the blue and 

. gold A.N.Z. shield. 

— Built on a fine tradition, A.N.Z. 
Bank keeps pace with the 
requirements of this growing 
country, and through its wide 
network of branches and 
agencies offers customers effici- 
ent service in every aspect of 
Trading and Savings banking. 


A.N.Z. BANK 


AUSTRALIA AND NEW ZEALAND SANK oy 
AUSTRALIA AND WEW ZEALAND SAVINGS SANK 


* CHEQUE ACCOUNTS *® SAVINGS ACCOUNTS 


ANZ.234.5547 
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(2) Assuming Flexible Budget 


Budgeted Variable Manufacturing Expense 





Budget £ | Manufacturing £ 

16,000/20,000 expense in process 
hours of 
£20,000 


| 15,000 hrs 
16,000 | 20/- . .. .. .- 15,000 
| Efficiency vari- 
| ance 
| 1,000 hrs G@ 
| Ra ee 1,000 


16,000 | 16,000 


Actual Variable Manufacturing Expense 





£ £ 
Incurred 17,500 | Budget .. .. 16,000 
Budget variance . 1,500 


17,500 


17,500 


Note: All the remaining accounts, i.e. 
Budgeted Fixed Manufacturing Expense, 
Actual Fixed Manufacturing Expense, Manu- 
facturing Expense in Process, Idle Capacity, 
Efficiency, and Budget Variance Accounts will 
be the same as under Fixed budget. 





——— 


Summary 


Actual manufacturing expense incurred 
Fixed 
Variable 


Manufacturing expense in process (@ standard) 


Expense variances— 
Idle capacity (Dr) 
Efficiency (Dr) 
Budget (Dr) 


£10,500 
17,500 
£28,000 


£22,500 
£2,000 


1,500 
2,000 





THE HIGHER APPOINTMENTS OFFICE 
(Department of Labour and National Service) 


The attention of members is drawn to the 
facilities provided by the Higher Appoint- 
ments Office, a special unit within the Com- 
monwealth Employment Service operating as 
a branch of the Commonwealth Department 
of Labour and National Service. 


One of its principal functions is to assist 
employers to find staff for professional, 
technical, administrative and executive posi- 
tions and to assist qualified applicants seeking 
Positions of these types to obtain them. 


Contacts are maintained with organisa- 
tions both large and small in all sections 
of industry, commerce, and the public service, 
and the office is thus able to provide to its 
clients, information about employment oppor- 
tunities and the availability of people qualified 
in the higher appointments field. 


The Higher Appointments Office is in close 
touch with professional organisations, institutes, 
universities, technical colleges and other train- 
ing institutions, and is also a focal point for 
employment enquiries from qualified people 
xeking to migrate to Australia. It is able to 
assist migrants on arrival in Australia to 
obtain positions in which their qualifications 
and experience can be used to best advantage. 


By reason of its association with the Com- 
monwealth scheme for the re-establishment 
employment of discharged members of 
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the permanent forces the Higher Appoint- 
ments Office has on its books, from time to 
time, officers with extensive experience in 
managerial, administrative, and technical posts 
who have become available for employment 
upon completion of careers in the army, navy, 
or air force. 

The Office has therefore a wide range of 
experienced applicants and is in an advan- 
tageous position to assist employers in the 
recruitment of high level staff. 

The Higher Appointments Office in each 
State is linked with those in the other States 
and with the network of District Employ- 
ment Offices throughout the Commonwealth, 
so that there is a Commonwealth-wide cover- 
age both of those seeking positions and of 
employers seeking staff. 

Members wishing to discuss employment 
matters should note that the address of the 
Office in each capital city will be found in 
the Commonwealth Government section of 
the telephone directory under “Commonwealth 
Employment Service”. Members residing in 
the country may write direct to the Officer- 
in-Charge of the Higher Appointments Office 
or make contact with him through the most 
convenient District Employment Office of the 
Commenwealth Employment Service. No fees 
are charged and the service is on a strictly 
confidential basis. 


303 





REGISTER OF MEMBERS 


Listing the names of members of the 
Australian Society of Accountants and of 
The Australasian Institute of Cost Accountants 
who have been advanced recently in status 
with the names of new members and those 
whose names for various reasons have been 
removed from the registers. 


Australian Society of Accountants 
VICTORIA 


Provisional Associates: Chin, Y. K. Miss; 
Churchward, G. N. E.; Lau, C. K. Miss; Lim, 
C. B.; Lim, G. H. Miss; Marriott, R. G.; 
Vythilingam, R. R.; Yoong, C. W. 


Associates: Acford, I. F.; Baker, A. T.; 
Bromley, W. K. Y.; Crellin, S. T.; Dickinson, 
L. F. Miss; Duffy, P.; Freeman, E. L.; Hill, 
G. R.; Jackson, A. D.; James, R. E.; Kennedy, 
M. M. Miss; Lauritz, J. D.; Lillis, W. J.; 
Lucas, O. N.; Nichols, E. A.; Pentony, D. M.; 
Riley, J. E.; Rosevear, J. E.; Shaw, C.; Smith, 
A. D.; Taylor, G. A. Miss; Tobin, M. J.; 
Turnbull, S. L.; Vanderstam, C. F.; Welsh, 
G. A.; Wood, B. R.; Woollard, R. F. 


Fellow: Riley, J. D. 


Advanced to Associate: Mair, D. G.; 
Markovic, J.; Pryor, K. W. 


Advanced to Fellow: Brown, J. G. 


NEW SOUTH WALES 


Provisional Associates: Avis, K.; Baciulis, 
A.; Bennett, K. R.; Bradridge, J. H.; Cook, 
B. D.; Craig, R. P.; Docherty, D. J.; Everett, 
J. H.; Hall, W. A.; Harrison, N. J.; Holm, 
D. J.; Hunter, W. G.; Middleton, J. McK.; 
Penn, W. L.; Sanford, N. J.; Smith, D. C.; 
Smith, S. A.; Spencer, J. E.; Stinson, J. M.; 
Turner, C.; Welsh, R. J. 


Associates: Barlow, K. J.; Bates, K.; Bock, 
J. A.; Brown, E. L.; Burke, E. J.; Chirgwin, 
R. S.; Combe, A. J.; Cox, I. S.; Day, D. J.; 
Desmarchelier, M. F.; Fyson, W. J.; Hazeldine, 
B. L.; Lemon, G. A.; Miller, R. J.; Myles, 
P. F.; Nathan, F. ™. A.; O’Driscoll, A. D.; 
Oxley, D. C.; Pheps, M. J. Miss; Price, W. A.; 
Quinn, J. W.; Robbins, L. S.; Rowan, W.; 
Roxburgh, J. D.; Sparowe, J. R. C.; Starr, 
N. O.; Turnbull, E. A.; Vandergriff, R. L.; 
Ward, E. 


Advanced to Associate: Bradley, K. M.; 
Carr, R. F.; Christian, A. F.; Gibson, J. P.; 
Joseph, R. H.; Moore, A.; Orr, J. F.; Percival, 
D. H.; Sheehan, N. H.; Stronach, N. A.; 
Thom, B. G.; Tollis, B. H.; West, H. 


Advanced to Fellow: Miles, A. J. W.; 


Ring, E. M. 
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Removed from Register:  Resigned:— 
Baddiley, T.; Beattie, R. A.; Ferguson, R. K. 
Nicholls, M. J. Miss; Schroder, R.; Spencer, 
W. T.; Tonkin, R. K. J.; Willcock, E. J. 


QUEENSLAND 


Provisional Associates: Gillbard, P. A 
Miss; Loh, B. H.; Miles, W. R. D. 


Associates: Auld, R. G.; Balmer, D. L; 
Burley, K. J.; Coldham-Fussell, N.; Compton, 
E. E.; Dingle, J. R.; Dowling, N. W; 
Finnimore, P. P.; Gates, W. G.; Ryan, K. J; 
Thorley, P. F.; Warren, T. E.; Webster, M. 


Advanced to Associate: Biddle, I. J. M. 


Removed from Register: Deceased:— 
Cowdry, C. B. Resigned:— Deacon, L; 
Jolly, A. D.; Mansini, N. J.; Viertel, K. D; 
Woolcock, V. H. 

TASMANIA 
Associate: Hyland, N. F. 


—e-——— 


The Australasian Institute of 
Cost Accountants 


VICTORIA 
Associates: Dyer, J. H.; Wilson, J. A. 


SOUTH AUSTRALIA 
Associates: Birrell, L. N.; Holland, W. R 


Advanced to Associate: Klisch, J. M; 


Mellen, E. A. R.; Williams, A. L. 
Resigned:— 


Removed from Register: 


Pollard, A. L. 





Correction: In our March issue we included 
in the list of deceased members of the New 
South Wales Division the name of Mr. J. Ives, 
A.A.S.A., who resided at Tamworth. 


We have recently learned that this was 
incorrect and that the Mr. J. Ives, also of 
Tamworth, whose death we now record with 
regret, was in fact a candidate for the Societys 
examinations and a member of the New Soul 
Wales Division of the Students’ Society. 

We regret the error which occurred, an 
while expressing our sympathy with the family 
of the deceased student, offer our sincere 
apologies for the misunderstanding. 
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No Big Changes in U.K. Taxes 


Economy Near Full Capacity 


In company with most other observers, 
the British Chancellor of the Exchequer, 
Mr. Heathcoat Amory, believes that the 
economy of the United Kingdom is run- 
ning near full capacity, and he was 
therefore unable to offer any substantial 
tax concessions when he introduced the 
1960-61 budget into the House of Com- 
mons on 4 April. “We ao longer have 
the reserves of labour and capacity on 
which we could count a year ago,” he 
said; “if the economy were to be allowed 
to become overloaded our hopes of main- 
taining price stability would be destroyed. 
A still more dangerous result would be 
in the threat to the balance of payments.” 


The Chancellor made it clear that the 
government was determined that the ex- 
ternal position should be improved. In 
the face of a surplus of only £150 millions 
in 1959, as opposed to a figure of some- 
thing like three times that amount esti- 
mated to be required to meet external 
investment, the Chancellor added: “This 
is the central challenge, and we should 
delude ourselves if we think we can 
ignore it.” 


Recalling that at the same time last 
year he had been concerned at the extent 
of unused capacity existing, he traced the 
factors which had accounted for the ex- 
tension of activity to the high level that 
now exists (by the last quarter of 1959, 
industrial production was nearly 10 per 
cent higher than a year earlier). The 
number of unemployed fell from a peak 
of 621,00 in January 1959 to 413,000 
in March this year. 


An important factor in the expansion 
Was rising exports, which increased by 
4 per cent in volume, the major cause 
being increased prosperity of Britain’s 
main customers oversea. Consumer 
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From G. D. McCOLL, London. 


expenditure at home makes up the largest 
part of demand, and the Chancellor 
expressed pleasure that the additional 
money incomes experienced brought an 
equal rise in real income. The gains 
which people made were real ones, the 
cost of living having remained steady. 


Personal Savings Rise 


This increased real income enabled 
consumers both to buy more and at the 
same time to save more than they had 
done in any previous post-war year. Per- 
sonal savings are estimated to have 
amounted to a record figure of £1,450 
millions. 


Current expenditure by public authori- 
ties rose by about 24 per cent. The 
growth of capital expenditure in the pub- 
lic sector was a good deal faster, the 
increase being about 64 per cent. In the 
private sector expenditure on fixed invest- 
ment in manufacturing was less than in 
the two previous years, but in other sec- 
tions of private industry the upward 
trend continued. There was also a sharp 
rise in the number of new houses built on 
private account. 


Recalling that he had forecast last 
year that investment in stocks would rise, 
Mr. Amory noted that the figures showed 
a strong upward trend over the year. As 
could be expected, rising demand stimu- 
lated stock-building throughout the year, 
especially towards the end of it. 


To meet the additional demands made 
by exports, home consumption, invest- 
ment and government spending, there was 
a large rise in imports as well as the 
increased production at home. This large 
rise in production was achieved in spite 
of the fact that the numbers in employ- 
ment rose less than 14 per cent. The main 
source of the increased production has 
been a most welcome rise in output per 
head, the Chancellor noted. In the long 
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run this is the only way in which as a 
nation we can achieve an increase in 
the standard of living. 


Over the country as a whole both our 
working population and our capital equip- 
ment are now fully employed—though 
there is far from an even spread of acti- 
vity over all areas and all industries. 
In some areas there is still a problem of 
persistent local unemployment. 


Changes in wage-rates during the year 
were comparatively small. Changes in 
average earnings were bigger, but in- 
creased wage payments were more than 
met by increased production. Indeed, 
these increases in earnings were much 
nearer than in any other recent year to 
the rate at which increased productivity 
could enable the country to continue ex- 
pansion in the long term without infla- 
tion. 


To the accompaniment of cheers from 
the government front benches, Mr. 
Amory noted that prices had now been 
stable for nearly two years, a much 
longer period than for many years. Not 
only had this been of tremendous benefit 
at home, but it had been an important 
factor in the success of Britain’s exports, 
and its continuance must be one of the 
main objectives of government policy. 


For the coming year, it is expected tha 
personal incomes will continue to rise as 
a consequence both of increases in wages, 
salaries and profits, and of the higher leye| 
of employment. Consumption will cop. 
sequently also tend to rise, although re- 
payment of hire purchase debts will damp 
down the rise in total consumer demand. 


Greater Government Spending 


The volume of goods and services pur- 
chased by public authorities will also 
rise. The government’s own plans pro- 
vide for considerably higher spending, as 
do those of the nationalized industries 
and the local authorities; the overall rise 
may be about 44 per cent. 


Investment in fixed capital in the public 
sector is expected to rise by about 6 per 
cent, while the outlook for capital exper- 
diture in the private sector has changed 
markedly over recent months. There 
had been considerable anxiety in this field 
up to mid-1959 but the results of a survey 
made in December pointed to an expected 
rise of 14 per cent in investment between 
1959 and 1960. The most dramatic in- 
creases were in the forecasts for the steel 
and motor car industries, but there was a 
definite upward revision over a much 
wider field. The Chancellor welcomed 
this continued growth in_ investment 





Estimates of Government Income and Expenditure 1960-61 


(£ millions) 


Income 
Income tax £2,478 
Surtax 190 
Death duties 239 
Stamps 110 
Profits taxes 256 
Customs duties 1,459 
Excise duties 950 
Motor vehicle duties 113 
Broadcast licences 39 
Miscellaneous 146 


£5,980 


Revenue 


Expenditure 
National debt service 
Defence 
Civil departments 
Provision for deficit of British Rail- 
ways 
Northern Ireland 
Other 


Expenditure 
“Above the line” surplus 
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(indicated also in private house-building) 
which, reinforced by the still rising 
investment in the public sector, will pro- 
vide the indispensable foundation for the 
further increases in production and the 
standard of living. 


It also seems reasonable to expect a 
continued building-up of stocks during 
the year, although this might not continue 
to rise at the rate experienced in 1959. 


Reviewing the prospects for exports, 
the Chancellor noted the continued rise 
in world production and trade. Expan- 
sion in Europe and North America con- 
tinues, and as a result of this, the primary 
producing countries, which had not done 
so well in the earlier stages of recovery, 
are now enjoying a happier trend. This 
improved Britain’s prospects of further 
sales to her overseas customers. 


Disappointing External Result 


The outcome of the last twelve months 
in the external trade accounts had been 





Gross National Product 
(Expenditure at current prices) £ millions 
1958 1959 
Consumers expenditure £14,973 £15,570 
Public authorities current 
expenditure 3,726 3,964 
Gross fixed capital forma- 
tion at home 3,518 3,636 
Physical increase in stocks 135 235 
Exports 4,439 4,541 


Total expenditure at market 
prices 26,791 27,946 
Less: Imports —4,248 -4,526 
Taxes on expenditure -2,638 -2,815 


Gross domestic product at 
factor cost 


£19,905 £20,605 





Balance of payments 
Imports 3,330 3,605 
Exports 3,428 3,547 





Visible balance 98 —58 
Invisibles 467 431 
Government —216 —228 





Current balance £349 £145 
Source: Economic Survey, 1960 (Cmd. 976) 
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disappointing. It had been hoped that 
the surplus on current account would be 
big enough to cover the normal flow of 
funds for investment overseas, including 
the increased aid to the under-developed 
countries. The first half of the year was 
not unfavourable but the situation 
changed over the second half, with a 
marked deterioration shortly before the 
end of the year. 


This was largely due to an increase in 
imports, a natural consequence of the 
expansion in domestic activity, and to a 
fall in the surplus on invisible items 
(mostly because of a reduction of the net 
earnings from oil). 


As a result, the current surplus fell 
from £349 millions in 1958 to £145 
millions in 1959, a figure far from suf- 
ficient to meet the outflow of capital. 
Apart from special transactions with the 
International Monetary Fund and the 
Export-Import Bank, the external posi- 
tion worsened by about £100 million 
during the year because of capital out- 
goings approaching £250 _ millions. 
Government investment abroad was quite 
substantial, but private investment was 
nearly £200 million, mainly in the rest 
of the sterling area. 


The Chancellor made it clear that 
the government would take further steps 
to prevent either inflationary tendencies 
or a further worsening of the external 
payments position. “I think it likely that 
the time may soon arrive when it would 
be right that we should take other steps to 
restrain further expansion of private 
credit; and we stand ready to do so,” he 
said. 


Net payments “below the line” are 
expected to amount to £635 million 
(representing the difference between new 
advances to public authorities, less re- 
payments), so that the government will 
have to borrow £331 million to meet all 
its commitments. 





NEWS AND NOTES 


Australian Society of 
Accountants 


QUEENSLAND 


Annual Meeting 

The State president, Mr. R. E. Iliff, pre- 
sided at the annual meeting of members at 
the Jacaranda Room, Canberra Hotel, Bris- 
bane on 28 April. Over 90 members were 
in attendance. 


The State president, in moving that the 
report be received and adopted, expressed 
satisfaction at the development and progress 
of the Society in Queensland during 1959. 
He paid tribute to the members of the various 
groups and committees who had contributed 
to this progress. He also mentioned the many 
activities which had been arranged for mem- 
bers and candidates and the highlight pro- 
vided by the Executive Committee meeting and 
associated activities held in Brisbane as a 
Centenary year gesture. He expressed gratifica- 
tion that Mr. R. F. Butt, a member of the 
Queensland Divisional Council, had been 
elected president of the Society for 1959/60. 
Mr. Iliff also paid a tribute to Mr. J. L. 
Amies who had rendered many valuable years 
of service prior to his retirement during the 
year as State Registrar. 


Mr. J. G. Orr, in seconding the motion, 
acknowledged the debt of members to the 
State president for his leadership during the 
year. He said that, as a result of the develop- 
ment of commerce and industry in Queens- 
land, members’ responsibilities were increas- 
ing and that the comprehensive educational 
programme provided by the Society was in- 
tended to help members meet this challenge. 


Mr. S. G. Stormonth, in moving that the 
financial statements for the year 1959 be 
received, said that Queensland was maintain- 
ing a satisfactory position financially relative 
to the other Divisions. He stated that mem- 
bers needed to make better use of the extensive 
facilities available to them to gain the full 
benefits of their Society membership. 


The members re-elected to the Divisional 
Council following their retirement by rota- 
tion in accordance with the Articles of As- 
sociation were Messrs. J. T. Catton, D. A. 
Gray, E. N. Ham, E. W. Heindorff and G. 
F. Robbins. Mr. L. T. N. Crawford was 
re-appointed hon. auditor. 


Mr. G. F. Robbins, chairman of the Educa- 
tion Committee, reported that this committee 
was endeavouring to obtain speakers from 
southern States for forthcoming monthly meet- 
ings and the State Convention to be held in 
Toowoomba in October. He mentioned the 
series of refresher courses which would shortly 
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commence with a course on “Break-evep 
Analysis” and the formation of groups to 
discuss government and retail accounting. Mr. 
A. S. Donnelly, State vice-president, gaye 
details of the increasing assistance being given 
by the Education Committee to country 
branches and groups as instanced by meet- 
ings arranged for four country centres during 
July, when a member of the Brisbane Stock 
Exchange would give lectures illustrated by 
films on Stock Exchange procedures. He also 
told members of a proposed conference of 
re accountants set down for early 


After the formal business of the meeting 
had been concluded, the chairman invited 
members to join in the remainder of the 
programme. This included the presentation 
of certificates to newly admitted members. 
a most interesting address by the President, 
Mr. R. F. Butt, on the Asian and Pacific 
Accounting Convention and the screening of 
a colour film on the development of the 
Weipa bauxite field. 


Election of Office-Bearers 


At the meeting of the Divisional Council 
held on 16 May, the following office-bearers 
were elected—State president: Mr. A. S. Den- 
nelly, A.A.S.A.; State vice-president: Mr. J. 
G. Orr, F.A.S.A.; hon. treasurer: Mr. S. G 
Stormonth, F.A.S.A. 


Members’ Lecture 


“Accounting for Control” was the subject 
discussed by three speakers at the monthly 
meeting of members held at Manufacturers 
House, 375 Wickham Terrace, Brisbane on 
12 April. Under this general title, Mr. F. A. 
Norton, A.A.S.A., spoke on repairs and main- 
tenance, Mr. J. T. Catton, A.AS.A, of 
Messrs. Ham Bros. & Co., dealt with wages 
and overtime and Mr. K. B. Gall, B.Com, 
A.A.S.A., of Lamson Paragon Ltd., discussed 
stationery. 


Education Committee 


At a meeting of the Education Committee 
on 5 May, Mr. F. Robbins retired 
chairman after having completed a two-year 
term of office. Mr. J. N. Macdonald, A.A..A. 
oe chairman of the Committee for 
1960. 


Punched Card Accounting Group 


Members of this group continue to meet 
each month at the offices of the Southern 
Electric Authority of Queensland, Boundary 
Street, Brisbane. At the meeting held on 26 
April, punched card procedure associated with 
the carrying out of debtors ledger work was 
considered under the following headings: 
Methods of coding customers; the basis of 
adequate credit control; the accessibility of 
the details of customers’ current balances 
from day to day; the method of maintaining 
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the historical records of customers’ trans- 
actions; and the methods of accounting con- 
trol and balancing. 


Members’ Activities 

The May activity for Brisbane members 
took the form of a discussion under the title 
“Office Management”. With Mr. J. N. Mac- 
donald guiding discussion, members pre- 
sented their views and experiences on various 
aspects of the subject including office and 
equipment planning, staff selection and train- 
ing, standardisation of forms and procedures, 
job evaluation and responsibility of the office 
manager. 

TOWNSVILLE BRANCH 


Election of Office-Bearers 


At the meeting of the Branch Council 
held on 16 March, Mr. C. Rains, A.A.S.A., 
was elected chairman of the Branch for 1960 
and Mr. E. D. Bourke, A.A.S.A., deputy chair- 
man. 


FAR NORTH QUEENSLAND BRANCH 


Annual Meeting 

On 23 February, the first annual meeting 
of the Far North Queensland Branch was 
held at Cairns. Mr. J. Burman, chairman 
of the Branch Council since its inception in 
1959, reported on the outstanding success 
achieved during the period. Mr. J. Burman 
was re-appointed chairman for 1960 and the 
following members were elected to the Branch 
Council: Miss D. E. Barrett, Messrs. V. Basik, 
R. S. Cottrell. J. Cronin, G. Hill, A. Nielsen, 
R. R. Reid, K. Smith and H. Thompson. Mr. 
F. H. Westacott was appointed hon. auditor. 
At the close of the general meeting, Mr. 
W. Maloney gave an address on the subject 
of “Television”. 


COUNTRY GROUPS 


Members of the Mackay Discussion Group 
met at the R.S.L. Hall, Sydney Street, Mackay, 
on 28 April to view two films provided by 
the courtesy of Burroughs Limited. 


A meeting of the Mackay Group was held 
on 26 May when Mr. R. Sweeting, manager 
of the Mackay Branch of the Commonwealth 
— spoke on “Banking Practice and Pro- 

ures”. 


_At the April meeting of the Lower Burde- 
kin Study Group, Mr. H. Wade, A.AS.A., 
spoke on “The Latest Developments in Hire 
Purchase Transactions”. Regular meetings of 
this group are held at the Ayr Shire Council 
Chambers. 

A tape recording of a lecture by Mr. E. 
N. Jobst, F.A.S.A., entitled “Wills—Some 
Problems and Pitfalls” was played to mem- 
~ of the Lower Burdekin Group on 16 

y. 
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SOUTH AUSTRALIA 


April Luncheon 


A good attendance was recorded at the 
April luncheon, when the guest speaker was 
a member of the Society, Dr. A. A. Weiss, 
Ph.D., of the Division of Radiophysics, 
C.S.1.R.0., who spoke on “Meteors and the 
Upper Atmosphere”. 


May Lecture 


The May lecture took the form of a panel 
discussion arranged by the South Australian 
Institute of Creditmen, the panel consisting 
of Messrs. A. G. Chinner, managing director, 
Mercantile Trade Protection Association, R. 
D. Elliott, barrister and solicitor, H. E. Col- 
lins, credit manager, Myer Emporium (S.A.) 
ry and R. Osborne, manager, Cornell Trust 

td. 


Over 100 members were present and they 
were privileged to hear a most interesting dis- 
cussion on the various questions put to the 
panel. The matters raised included hire purchase 
legislation, stamp duty, no-deposit trading, 
accounting for profit in hire purchase trans- 
actions, calculated risks in extending credit 
and collection procedures. 


Annual University Lecture 


The annual lecture in the University of 
Adelaide will be held in the Mawson Lecture 
Theatre on Wednesday, 3 August when the 
lecturer will be Professor R. L. Mathews on 
the subject “University Education for Busi- 
ness.” 


Personal 

Mr. Gilbert F. Seaman, F.A.S.A., who re- 
tired from the South Australian Divisional 
Council in March this year has recently been 
appointed State Under-Treasurer. Mr. Sea- 
man succeeded Mr. F. C. Drew, C.M.G., 
F.A.S.A., who was also a member of the 
Divisional Councils of the Society and the 
former Commonwealth Institute of Acceunt- 
ants. 


VICTORIA 


Monthly Luncheon 


Nearly 200 members and friends attended 
the monthly luncheon at the Victoria Ltd. 
on 10 May when Mr. F. T. P. Whiteway, 
general manager, Edments Pty. Ltd., and a 
Victorian Divisional Councillor, was the 
speaker. Mr. C. K. Davies, president of the 
Victorian Division, was chairman of the 
function. Mr. Whiteway, who recently returned 
from a business trip to Japan, described con- 
ditions in the Japanese cities he visited and 
kept the audience entertained by recounting 
his reactions to the various unusual situa- 
tions in which the visitor to Japan can find 
himself. 
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Current Accounting Forum 

The May meeting of the Current Account- 
ing Forum held at the Chamber of Manu- 
factures on 11 May attracted a good attend- 
ance to hear Mr. W. A. Dick speak on the 
subject of “Inventory Management”. Mr. 
Dick, who is a partner in the firm of Messrs. 
Fuller King & Co., and a Victorian Divisional 
Councillor, has made a special study of in- 
ventory management both in Australia and 
the U.S.A. and he is able to convey his ideas 
and experiences in this field in a bright and 
informative manner. Because of this and the 
practical value of the examples quoted by 
the speaker, this forum proved one of the 
most successful of the series. The answers 
given by Mr. Dick to the many questions 
provoked by his remarks added further to the 
value and interest of the meeting. 


Management Accounting 

Members of the Victorian Division were 
provided with a rare opportunity to hear an 
overseas authority speak on merchandise man- 
agement accounting on 3 May. The speaker 
was Mr. R. I. Jones, a partner in the firm 
of Arthur Andersen & Co., management con- 
sultants, of Chicago, U.S.A. The lecture was 
held in the Storey Hall of the Royal Mel- 
bourne Technical College and those present 
obtained much valuable information about 
this specialised division of management ac- 
counting. 


Practising Accountants’ Group 

Members of the Victorian Division of the 
Society have formed a Practising Account- 
ants’ Group and the first meeting was held 
on 23 May when twenty members attended. 
Many of those present brought to light 
problems associated with public accounting. 
One of the most important of these problems 
concerns the organisation and administra- 
tion of a public accountant’s office. As a 
result, it was decided that at the next meeting 
members would discuss in detail the record- 
ing of times spent on work for various clients 
and the computing of the relevant fees to be 
charged. At the meeting an invitation was 
extended to members to supply material on 
subjects of particular interest to the public 
accounting section of the profession for pub- 
lication in The Australian Accountant. 

BALLARAT BRANCH 

May Meeting 

A meeting of the Branch was held on 18 
May, when the speaker was Mr. L. !. Fanning, 
B.Com., A.A.S.A., clerical work study man- 
ager, Imperial Chemical Industries of Aus- 
tralia and New Zealand Ltd., Melbourne. 


Mr. R. D. Mosman, Branch chairman, pre- 
sided, and before introducing the speaker gave 
a brief outline of the Conference held in 
Melbourne on the 24 March, between the 
Branch’s representatives and the Victorian 
Division administration. 
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Mr. Fanning dealt with the methods of 
applying work simplification in office pro. 
cedures and used a series of interesting charts 
to illustrate examples of such work accom. 
plished within his company. Many interesting 
points on this matter were covered in the 
discussion which followed the address. Mr. 
John Heinz, deputy chairman of the Branch 
Council, moved a vote of thanks to Mr 
Fanning for the excellent presentation of his 
topical subject. 


NEW SOUTH WALES 


Personal 

Mr. C. S. Butler, A.A.S.A., has been ap- 
pointed Inspector, Registry of Co-operative 
and Friendly Societies. 

Mr. C. R. Coulter, A.A.S.A., has been ap- 
pointed Chief Inspector, Commonwealth Trad- 
ing Bank of Australia. 

Mr. R. H. Sadgrove, A.A.S.A., has been 
appointed Town Clerk, Mudgee Municipal 
Council. 

Mr. W. C. Beattie, A.A.S.A., is now con- 
ducting his practice at Room 3, South British 
Building, 74 Macquarie Street, Parramatta. 

Messrs. Little, Marshall & Co., advise that 
Messrs. J. W. Naylor, A.A.S.A., and L. A 


Little, A.A.S.A., have retired from the firm. 
Mr. Naylor will continue to practise at 39 
Martin Place, Sydney. Mr. K. D. Marshall will 


continue to practise under the firm name 
at 26 College Street, Sydney, and Mr. L. A 
Little will continue to practise on his own 
account at 26 College Street, Sydney. 


— eo — 


Australasian Institute of 
Cost Accountants 


QUEENSLAND 
Election of Office-Bearers 


At the meeting of the Divisional Council 
held on 13 April, office-bearers for the year 
were elected as follows: State president, Mr. 
N. F. Morris, F.C.A.A.; State vice-president, 
Mr. D. S. Scott, F.C.A.A.; hon. treasure, 
Mr. R. S. Gynther, F.C.A.A., Mr. G. M. E 
Offner was re-appointed representative of the 
Queensland Division on General Council. 


Monthly Luncheon 


A record number of members attended the 
monthly luncheon held at McDonald's Res 
taurant, Brisbane, on 28 April when Mr. L 
Enticknap, M.A., lecturer in psychology # 
the University of Queensland, spoke on “Im 
provement in Adult Reading”. The speaker 
outlined experiments conducted by the Unt 
versity to increase reading speeds and gave 
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details of the satisfactory results obtained 
in a course conducted for a management 
institute in Brisbane. He said that several 
ms in this course had increased their 
reading speed by 300 per cent. A tape record- 
ing was made of Mr. Enticknap’s address. 


NEW SOUTH WALES 

Election of Office-Bearers 

At the first Council meeting held after the 
annual general meeting, Mr. K. S. Fleming, 
partner, Messrs. Offner, Hadley & Co., was 
elected State president and Mr. K. W. Peter- 
son, managing director, Southern Aluminium 
Ltd, vice-president. Mr. G. W. Bottrill, fin- 
ance director, Philips Electrical Industries Pty. 
Ltd, was elected hon. treasurer. 

Mr. D. K. Wendon who has served for 
many years as a State Councillor and has 
been honorary treasurer of the Division for 
the past two years, has relinquished his posi- 
tion as a councillor. Having been recently 
appointed secretary of Vanguard Insurance 
Ltd, Mr. Wendon finds that his increased 
duties do not allow him to devote the neces- 
sary time to Institute business. 


1960 Convention 

The annual convention will be held at the 
Ritz Hotel, Leura, on the week-end of October 
7to 9. The committee has arranged for the 
technical session to be conducted by authori- 
ties on direct costing. Full details will be re- 
ported through these pages. 


One-Day Seminar 


The seminar arranged for June has now 
been postponed until later in the year. 
Factory Visit 
_A large party of members attended the 
inspection of the new Government printing 
ofice at Ultimo on 18 May. The array of 
tew machinery and control methods proved 
most interesting for those attending. The visit 
was organised by Mr. R. F. Jarman. 


SOUTH AUSTRALIA 
April Meeting 


Members and their wives were given an 
Opportunity of meeting the newly elected 
Divisional Council at the Shell Theatrette on 
29 April. Following some interesting films, 
members were entertained at supper. Mr. Frank 
Harris, the State president, welcomed mem- 
bers and introduced them to the Divisional 
Councillors. 


Work Study Group 


The Work Study Group has met on two 
Xcasions during the past month and a pro- 
gramme of future activities of the group has 
teen circulated to those members who signi- 

their interest in this project. 
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ALTERATION TO BANK CHARGES 


In a statement issued recently Mr. H. G. 
Ensten, chairman of the Australian Bankers’ 
Associatiton announced, on behalf of the 
following banks— 

Australia and New Zealand Bank Limited 

Bank of New South Wales 

Bank of New Zealand 

Commonwealth Trading Bank of Australia 

Rural Bank of New South Wales 

The Bank of Adelaide 

The Commercial Bank of Australia Limited 

The Commercial Banking Company of Syd- 

ney Limited 

The English Scottish & Australian Bank 

Limited 

The National Bank of Australasia Limited 

The State Bank of South Australia 
that their fee for keeping current accounts 
had been increased from 10/- to £1 per half- 
year, operative during the current half-year. 

Exemption from the increase is provided 
for accounts with a low level of operation:— 
that is, less than one ledger page of say, 40 
entries per half-year. 

Mr. H. G. Ensten emphasised that the in- 
creased charge was of an interim nature, 
pending full examination by the banks of 
the whole basis of bank charges. The increase 
was unavoidable, he said, because of the sharp 
rise in bank operating costs in recent years, 
and the additional revenue from the increased 
charge will meet only a small part of this 
increase in costs. The last increase in the 
current account fee was made in 1952. Pre- 
vious to that it had remained unchanged at 
5/- per half-year for more than 50 years. 

In a second statement issued on 19 May 
Mr. Ensten announced that the above listed 
banks would increase some of their miscel- 
laneous charges for various services rendered 
as from 1 June. The increases to be applied 
are related to work cost and to responsibility. 
They include the following (old rate in paren- 
theses): Cost of bank chequem 2/- (1/-); 
transfer of accounts from one bank to an- 
other, 1/6 (1/-); transfer from branch to 
branch, 1/- (6d.); telegraphic transfers, 5/- 
(2/6); production of pay cheques and deposit 
slips, 15/- (12/6); issue of letters of credit 
(local), 7/6 (5/-). The new charges for other 
services rendered by the above banks may be 
obtained on application from any of the offices 
of the banks and all branches. 





NEW SOUTH WALES LAND TAX 


The New South Wales Commissioner of 
Land Tax advises that his office has now on 
hand Queensland Land Tax Return Forms 
and Sales Notices for distribution. The forms 
which must be lodged by 30 September, 1960, 
may be obtained on personal application to 
his office but no distribution by post will 
be undertaken. 
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PROFESSIONAL NOTICES 


ACCOUNTANCY—Applications are invited 
by a leading Sydney departmental store, from 
qualified or near-qualified accountants, 22 to 
30 years of age, for an interesting and respon- 
sible position. The initial appointment will be 
to control the public relations section of the 
general office, under the direction of the office 
manager. Sound experience in modern ac- 
countancy practice is sought, and applicants 
should have the ambition and ability to 
progress. Remuneration commensurate with 
experience and ability. Reply, stating age, to 
No. 650, c/- Australian Society of Account- 
ants, 5 Bligh Street, Sydney. 


ACCOUNTANCY — Advanced intermediate 
or near-qualified clerk required for chartered 
accountants’ office. Interesting work in all 
accountancy fields including taxation, secre- 
tarial and estate planning. Good prospects for 
suitable person. The district is sound, pleasant 
for living and convenient to Sydney and South 
Coast. Handwritten application should be 
addressed to Rossell Gillespie Payne & Co., 
Moss Vale, N.S.W. 


OPPORTUNITY for QUALIFIED MAN 
with £3,500 capital, to acquire an outstanding 
new three-bedroom house and a_ well- 
established practice in New South Wales coastal 
town, Gross fees £4,700; giving approximate 
net return of £3,200. Reply No. 653, c/- 
Australian Society of Accountants, 5 Bligh 
Street, Sydney. 


Rate per line 5/-; minimum per insertion 45). 


REPRESENTATIVE — We want a reall 
first-class man to train as a 


SALES REPRESENTATIVE, 


preferably single, between 22 and 30 years of 
age. We want somebody who has held a job 
for at least three years and has studied an 
qualified. 

Commencing salary £20 a week; after 
training period a commission will be added, 
for the right man: this will bring earnings » 
to £2,000 to £3,000 per annum. A car and 
all travelling expenses will be provided in 
addition. 

Aplicants will be fully trained in our lin 
and methods and will have to be prepared to 
be away from Sydney for long periods and to 
move interstate. This is not just a job but a 
exceptional opportunity and is for a good ma 
only and one who is prepared to both study 
and work hard and who wants to earn a high 
income and accumulate capital. 

The work is very interesting and is one of 
the few positions in which a young man could 
within twelve months or certainly two year 
be earning £3,000 a year plus a car and 
expenses and be in a position to save from 
£1,500 to £2,000 a year. 

Please do not apply unless you have th 
above qualifications. Apply by letter or in 
person with references. ‘Phone BU 3425, o 
XJ 4329 after hours, for an appointment. 


Rainbow Spray Irrigation, 83 Pitt Street, 
Sydney. 





AUSTRALIAN SOCIETY OF 


Applications are invited for 


ACCOUNTANTS 


a full time appointment in Melbourne of 


TECHNICAL AND RESEARCH OFFICER 


Duties: Promotion, co-ordination and super- 
vision of research in accountancy, technical 
activities, publications and public relations of 
the Society. The creation of this position 
inaugurates major developments within the 
Society. It provides scope for original thought 
and initiative. 


Qualifications: A sound academic knowledge 
of accountancy, experience in its practical 
application in commerce and industry, and 


organising ability. Work envisaged calls fw 
a facility in written expression. 


Salary: A salary of not less than £2,50 
a year, plus superannuation benefits, will b 
available to the successful applicant. 


Applications: Written applications to t& 
General Registrar of the Society, 37 
Street, Melbourne, will be treated as fF 
fidential. 


—— 
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VICTORIA UNIVERSITY OF 
WELLINGTON, NEW ZEALAND 


SENIOR LECTURER IN ACCOUNTANCY 


Applications are invited for appointment to 
the above post. Salary scale £1,750 to 
£2,000 per annum; initial salary according 
to qualifications and experience of appointee. 
Conditions of appointment obtainable from the 
Registrar of any Australian University, or from 
the Registrar, Victoria University of Wellington, 
P.O. Box 196, Wellington, New Zealand, with 
whom application close on 15 July, 1960. 


CHARTERED ACCOUNTANT, young 
(28-35) and energetic, required to assume 
management of large, varied and _ well- 
established practice with right of own practice. 
Present clients may be brought in with view 
ultimate partnership. Present proprietor heavily 
engaged directorates and specialised assign- 
ments. Exceptional opportunity, old public 
school boy preferred, remuneration at rate of 
£1 per hour for time worked, top-class 
constant staff, excellent working conditions. 
Address applications to M. G. Roberts & Co., 
420 St. Kilda Road, Melbourne, S.C.2. 


MANAGER of a thriving branch of one of 
the leading trading banks is due to retire in 
July, 1961. Accountancy degree. First-class 
health. Non-drinker. Would be open for 
engagement on or about the date mentioned. 
Willing to accept responsibility. Medical certi- 
ficate available. Replies — Manager, P.O. Box 
23, Tallangatta, Victoria. 


ACCOUNTANT with small but long- 
established Sydney practice seeks professional 
association with a public accountant, also in 
practice, with a view to possible amalgamation. 
Reply No. 651, c/- Australian Society of Ac- 
countants, 5 Bligh Street, Sydney. 


UNIVERSITY OF MELBOURNE 


TUTOR AND SENIOR TUTOR IN 
ACCOUNTANCY 


Applications are invited from graduates for 
positions of Tutor and Senior Tutor in 
Accountancy. 

The salary range for Tutors is £1,050- 
£1,200 and for Senior Tutors £1,280- 
£1,450. (These salaries are at present under 
review.) Initial salary will be determined 
according to qualifications and experience. 

Applicants should possess a university degree 
with a major in accountancy and should be 
members or eligible to become members of 
a recognised professional association. 

Appointment will be for one or two years 
in the first place, with the prospect of re- 
appointment and ultimate promotion to the 
permanent staff. 

Successful applicants will have an oppor- 
tunity to carry out post-graduate research for 
a higher degree. 

Applications should include full name, age, 
marital status, academic record and names of 
referees and should be forwarded in duplicate 
to the Registrar, University of Melbourne, 
Parkville, N.2., Victoria, so as to reach him 
by 15 July, 1960. 


ACCOUNTANT—secretarial and costing— 
with taxation experience, has spare time avail- 
able to assist other accountants. Apply No. 
648, c/- Australian Society of Accountants, 37 
Queen Street, Melbourne. 


ACCOUNTING MACHINES available, 
rebuilt and guaranteed. If required on a hire 
basis with no capital outlay but on weekly 
rentals as low as 30/-. Complete design of 
system, training of staff and installation service 
given, Sydney only. ‘Phone 59-4348 for 
inquiries. 





ACCOUNTANT — 


A large American organisation with inter- 
tational commercial interests wishes to appoint 
4 qualified accountant to be based in Hong 
Kong. 

The successful applicant will be responsible, 
alter a training period, for the accounting 
function of a large warehousing and selling 
Organisation, a sales promotion organisation 
covering nine countries, and the administrative 
headquarters of this company in the East. 


This position offers excellent prospects for 

advancement in the field of accounting and 
administration for which superior personal 
qualities are essential. 


Some travelling may be required from time 
0 time, mainly in the Far East. Applicants 
should preferably be between 25 and 35 years 


a 


HONG KONG 


of age. Training and experience in a profes- 
sional office would be an advantage, although 
not essential. 


The salary will be commensurate with 
qualifications and experience, and will be 
attractive. The successful applicant will be 
eligible to participate in the company retire- 
ment benefit plans. Home leave is normally 
granted after each three years’ service. 

We would be pleased to receive written 
applications from applicants whose records are 
appropriate. The strictest confidence will be 
maintained at all stages. Replies, endorsed 
“Hongkong” should be forwarded to 


POST OFFICE BOX 57, 
WEST RYDE, N.S.W. 
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ACCOUNTANT — Public Practice. Duties: 
Preparation of financial statements, income tax 
returns, private company returns, writing 
up books of account for various types of 
businesses, and general public accountancy 
work. Responsibilities: to two partners for 
performance of duties. Qualifications: Fully 
qualified member of recognised society or 
institute. Experienced in public accountancy 
practice. Age preferable 30 to 40. Salary: 
commencing salary is expected to be from 
£1,300 to £1,500 p.a., but more will be paid 
for outstanding ability. Apply in writing, 
giving full particulars, to Messrs. Hunter & 
Hunter, Public Accountants, 60 Hunter Street, 
Sydney. 


QUALIFIED and experienced accountant has 
time to assist practitioners with books and tax 
returns, evenings and week-ends. Own car. 
Reply No. 654, c/- Australian Society of 
Accountants, 37 Queen Street, Melbourne. 


WANTED TO PURCHASE — City or 
suburban small accountant’s practice, or tax 
agent’s business. Reply “Accountant”, Box 71, 
P.O., St. Kilda. 


ACCOUNTANT — City practice. Desires 
contact accountant or experienced person to 
assist with auditing and income tax work. 
Would share facilities and other advantages. 
Reply No. 652, c/- Australian Society of 
Accountants, 37 Queen Street, Melbourne. 





FORD MOTOR COMPANY OF AUSTRALIA 
PTY. LTD. 


has vacancies at Head Office, Geelong for 
ACCOUNTANTS 


We require fully qualified men to inject 
into the finance organization recently re- 
constructed to meet the increasing complexities 
of a rapidly expanding industry. These posi- 
tions require imagination, enthusiasm, and 
initiative and could provide the background 
necessary for managerial appointments in the 
future. 

* Three weeks annual leave 


* Five-day week 
* Sick pay 

* Superannuation 
* Group insurance 


Applicants are invited to ‘phone, call or write 
MR. C. T. BARNETT, 
Salaried Employment Officer, 
Ford Motor Company of Australia Pty. Ltd., 
Private Mail Bag, 
NORTH GEELONG, VIC. 
Telephone: 70211 Extension: 466 


QUALIFIED ACCOUNTANT has tix 
available evenings and week-ends to agiy 
public accountants in Sydney. Please 
No. 649, c/- Australian Society of Accoupt 
ants, 5 Bligh Street, Sydney. 


QUALIFIED ACCOUNTANT, wide ty. 
ation experience, has time available to agsig 
practitioners in Melbourne. Reply No. 639, 
c/- Australian Society of Accountants, 37 
Queen Street, Melbourne. 


ARRANGEMENT — Fellow, small estab. 
lished practice, city office, would like to contag 
young practitioner with sound audit expen. 
ence, and spare time, view partnership after 
trial period. Details in confidence, to “Audit” 
Box 1433, G.P.O., Sydney. 


JAPAN — F.A.S.A.,_ retired, leaving end 
July for holiday in Japan, has busines 
associates also personal friends there (Japanese) 
Would undertake business introductions, Reply 
No. 655, c/- Australian Society of Account. 
ants, 37 Queen Street, Melbourne or ‘Phom 
WF 2818 (Melb.). 


PRACTICE FOR SALE — Newcastle 
(N.S.W.) Suburb. Gross fees £2000. Wel 
furnished modern office. Price £1750, includ 
ing furniture, £300. Prospects excellent fo 
expansion. Buyer is requested to take ove 
at an early date. Reply to No. 656, c/- Au 
tralian Society of Accountants, 5 Bligh Street, 
Sydney. 





We invite applications for appointment to 
our Consulting Staff from 
ACCOUNTANTS, 
ENGINEERS, ECONOMISTS, 
MARKETING SPECIALISTS. 


P.A. is a leading firm of management cor 
sultants operating in the U.K., Canada, USA 
and throughout Australia and offers a caret 
of exceptional interest and responsibility. 

QUALIFICATIONS: Applicants should & 
30 to 35 with a university degree and sever 
years’ executive experience. 

TRAINING: All consultants receive & 
tensive full time training in production, mat 
agement accounting and marketing. | 

REMUNERATION: The salaries paid a 
designed to attract and hold men of outstand- 
ing worth. Opportunities to advance to (0p 
level incomes are exceptional. 

Applicants should send full details of qual 
fications and experience to:— 

Regional Director, 


PERSONNEL ADMINISTRATION 
PTY. LTD. 

50 Miller Street, North Sydney, N.S.W. 

Also at Melbourne, Adelaide, Brisbane, Pi 
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have been retained to 
Mr SA advise on the following 


appointment 


TAXATION MANAGER 


For an International Firm of 
Chartered Accountants 


To co-ordinate the taxation advisory 
work done by the firm and to build up 
a department to deal with the growing 
business. Much more business from 
overseas Clients is expected and double 
taxation advice is being developed into 
aspecialty. Taxation work in London 
is managed by a full partner and the 
prime object in Australia will be to 
build up a reputation for taxation 
advice consonant with the high stand- 
ing evidenced by the firm’s clientele, 
range of work and public appoint- 
ments. Location Sydney. 


Age is not important and could range 
from late 20’s up to 50. Salary would 
be negotiated accordingly within a 
range up to about £3,500 p.a. Dis- 
cretionary bonus. Superannuation. 


Candidates must have outstanding 
knowledge of taxation law and prac- 
tice and should be qualified account- 
ants. Some experience of double 
taxation problems would be most 
useful. 


Please send brief information quoting refer- 
ence PAA/135 to 
Dr. E. Kelsall 


MANAGEMENT SELECTION 
AUSTRALIA PTY. LTD. 


414 Collins Street, Melbourne 


No information will be disclosed to 
our client until candidates have given 
Permission after personal discussion. 





MSA ..6636PAA 
es 





LISTEN 


to the NEW 
PYROX Magictape Recorder 


Everything sounds superb on the new Pyrox 
Magictape recorder... everything ‘‘plays back" 
just the way you recorded it. See the new 3 
speed 2 speaker Magictape at your favourite music 
or radio store today ... you'll be surprised that 
so much quality, so much enjoyment, could cost 
so little. 

Check these NEW 

Magictape features 


@ 3 speeds — 13”, 32”, 
7)” per sec.—gives 
up to 4 hours play- 
ing time per tape. 

@ Twin speakers—for 
balanced tone. 

@ Quick reading re- 
cording position in- 
dicator. 

@ Fast rewind, fast 
forward. 

@ Separate Bass and 
Treble tone  con- 
trols. 


PYROX LTD. 


14-36 Queensberry St., Melbourne 
47-51 Parramatta Rd., Concord, Sydney 


FJ 9121 
UJ 0261 
PL35S 








PRESTO-PLIO 
Electric Folding Machine 


Folds — Conveys — Stacks 


120 SHEETS PER MINUTE 


Any Fold. . .Any Stock. . . Automatically 


Phone or Write 
L. W. BAGLEY PTY. LTD. MACDOUGALLS Pty. Ltd. 


SYDNEY SYDNEY, MELBOURNE, 
MELBOURNE ADELAIDE, BRISBANE 
AGENTS ALL STATES 
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Speed up the input to your 


Data Processing Equipment 
4 ; 





aiddressograph ., 





THIS AREA PROVIDES SPACE FOR PROMOTIONAL ADVERTISING O8 LISTING OF 
COMPANIES PARTICIPATING IM A GROUP OR CREDIT INTERCHANGE ACHEEMENT 


‘ 
789 0 123 456 & 


JOHN L CUSTOMER 
2345 MAIN STREET 
ANYWHERE USA », 

















sone | Cuhtonee 
rey weve shee 


MODERN 
DEPARTMENT STORE [— 
se eer 


a 


a 














THE ACCURACY OF OUTPUT RESULTS 
DEPENDS ON THE RELIABILITY OF 
INPUT DATA — FROM FILE OR 
FROM CUSTOMER — FIXED OR 
VARIABLE — ADDRESSOGRAPH 
METHODS PROVIDE AUTHENTIC 
AND ACCURATE CARD OR TAPE 
INPUT. 





YOUR NEARBY ADDRESSOGRAPH 
REPRESENTATIVE WILL GIVE YOU FULL 
DETAILS OF THE NEW, HIGH-SPEED 
ADDRESSOGRAPH OPTICAL BAR CODE 
SCANNING SYSTEM FOR AUTOMATED 
INPUT APPLIED TO YOUR BUSINESS. 














Cutting Costs is SS 
Our Business 4 aniSiina 











Addressograph-Multigraph 


PRODUCTION MACHINES FOR BUSINESS RECORDS™ 





— 
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| WILSON BROS.Z..2.. POUL 


34-54 LOUIS STREET CHIPPENDALE, SYDNEY 
7 GQ C4 * 7 


e MULTIPLE SET FORMS 


Incorporating Uni-set processing with one time carbon or NCR 
No Carbon Required paper. 


NEVER DRY SPOT CARBON 


Guaranteed 5 years — will not dry out and will produce up to 
six sharp copies. 


ACCOUNTING MACHINE STATIONERY 


Special forms designed — accuracy and registration assured — many 
forms carried as stock lines. 


SEALO — PRESEALED LETTERS 


Speedy method for processing overdue account letters. 


PHONE 69-1016 AND ARRANGE FOR A DEMONSTRATION 























NOW — “brighter” than ever 


Friden 


Fully automatic 
calculator 


NEW Friden model SBT has touch-one- 
key simplicity you'll be amazed to 
see. Automatic chain multiplier, 
accumulator of individual extensions, 
exclusive fully automatic multiplica- 
tion. 

Friden’s “brighter” calculators save 
manual and decision steps in any 
figure work problem. Friden has the 
system —Friden at Data Control. 


DATA CONTROL 

(R. J. Jelbart) 
Head office: 185 King Street, Melbourne. MU 7329; Sydney: XB 5807; Adelaide: M 8600; 
Canberra: 7 8784; Hobart: 2 2688. Brisbane: 633219; Perth: 5 1068; 
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VEHICLES 
Buy new vehicles, up-date your existing business fleet, with 


ASL Finance. Available under Hire Purchase, or Lease Plan, 
REAL ESTATE 

First and second mortgages available on vacant land, homes 

or all types of buildings to help you buy or extend. 
MACHINERY 


Hire Purchase or Lease Plan available on all kinds of office 
and industrial equipment, fixed or portable. 


Ask for a Representative te call and explain te you the 


j d f using ASL FINANCE to hel busi 
has the right a of using A te help your business 


Finance Plan ASSOCIATED SECURITIES LIMITED 


In which the Royal Bank of Scotland and The British 
Wagon Company Limited have 40% ownership. 


BRANCHES: 27 O'Connell St., Sydney. BL 5281 
for 14 Regent St., Kogarah. LW 2202 
6 Queen St., Brisbane. 2-1991 

408 Collins St., Melbourne. MU 4064 
148B Collins St., Hobart. 2-5335 

every need! SUBSIDIARIES: Associated Securities (S.A.) Limited 
- 68 Grenfell St., Adelaide. 8-7183 

Tasmanian Finance & Agency Co. Ltd. 
148B Collins St., Hobart. 2-5335 

and at Launceston, Burnie, Devonport. 








Does an Early Start 
Mean Something to You? 


FOR THE OCTOBER, 1960, AND SUBSEQUENT EXAMINATIONS 
OF THE INSTITUTE 


Instruction will be available immediately following the 
current sittings. 

This early resumption is being provided to meet the needs of those who: 

1. Did not sit in April, 

2. Did sit and wish to make an early start for subsequent 

examinations, 

3. Are new to the study of Accountancy. 

Personal Individual instruction is available (with or without Lecture attendance). 


@ Correction followed by discussion of work is available. 
@ Avoid the consequences of starting late by enrolling now. 
@ Day and/or Evening Instruction available. 


CONSULT 


L. W. CHANT, Accountancy Coach, 


5th Floor, 
Hosking House, Penfold Place, 84/2 Pitt Street, Sydney. Phone 28-1596 or 7. 


ONCE AGAIN WE ADVISE AN EARLY START! 
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yhe is keeping his irreplaceable records 
in an unproofed file, where fire can 

destroy them quickly and easily. Are you 
gambling with your Company's future 
athis man? You can't win! For positive 
fre protection install Chubb Record 
hotection Office Equipment. 





HERE’S PROOF 


A Sydney factory was completely gutted in a 
midday fire. At the height of the inferno a 
CHUBB Record Protection File crashed from the 
first to the ground floor. The vital records were 


recovered in perfect condition. 


Don't gamble by taking unnecessary 
risks —install Chubb Fire Resisting 
Equipment Now! aren 


CHUBB 


SVONEY: 164 Clarence Street. 
: 601-7 Little Bourke Street. wr 4733-67 ales 
BRISBANE: 344-6 Queen Street. 31 2341-2 
ADELAIDE: 9 Anster Street. LA 6107 
PERTH: 318 Murray Street. 21 2131 








@ i3d. Per Copy—The Ricopy 505 prints onto a paper 
costing only 1d. (octavo), 19d. (qto.), 24d. (fscap). 

@ 600 Copies An WHour—Feed documents in fast—up 
to 600 an hour. Copy originals up to 19” width. 

@ So Easy To Use—Anyone can operate the Ricopy. 
Only one control. Work in bright office light. 

@ Colours—Offset Plates—Copy in any of six colours. 
Also make negs. and ‘‘3M’’ offset printing plates. 





L. W. BAGLEY 


245 Pacific Highway, North Sydney — 
2 Racecourse Road, North Melbourne — 
Agents in All States 








ON 

WRITING 

SYSTEM 

plus 

STANDARD 

FORMS 

FOR— 

@ RECEIPTS — 
DEPOSIT 

@ PAY ROLL 

@ CHEQUE WRITING 

@ DEBTORS OR PURCHASE LEDGERS 


L. W. BAGLEY PTY. LTD. 


245 PACIFIC HIGHWAY, NORTH SYDNEY. XB 5948 
172 BOUVERIE ST., MELBOURNE, N.3. Fj 9085 


Price £12-10-0 


CASHBOOK & BANK 
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Agents throughout Commonwealth and New 
Zealand. Aliso in Londen and New York 


Cable & Telegraphic Address: 
“JEFFSTOCK”, MELB. 


Eric R. Jeffery 


Member of the Stock Exchange of Melbourm 
STOCK EXCHANGE BUILDINGS 
422-426 Little Collins Street, Melbourne, CI 


Telephones: MU 9171 (5 lines) 














PHOTOSTATS 


Quick, Accurate, Economical 
Copies of Charts, Deeds, Tax 
Forms, Contracts, Wills, ete. 


COPYING COMPA 
BW 5603. @ 28 Martin Place, SYDN 
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